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A Road Map for Hard Selling. . . 


Where SALES Are Made TODAY 


A Four-Part Analysis of 


CONSUMER and INDUSTRIAL POTENTIALS 


AREAS STATES COUNTIES CITIES 


(1) Regional Development, Post War. Data and analyses covering U. S. geo- 
graphic areas—New England, Middle East, South East, South West, Central, 
North West, Far West. Each region will be introduced by an analytical fore- 
word, by Dr. J. M. Gould, research director of SALES MANAGEMENT?’s Sur- 
vey of Buying Power, tracing the area’s postwar growth in population, indus- 
try, employment, sales and income. 


(2) Sales Rankings of Cities with $20 Million Retail Sales in 1953. More than 
one thousand cities ranked three ways—by state, area and the nation—in total 
Effective Buying Income, Per Capita Income, total Retail Sales, total Food, 
General Merchandise, Furniture-Household-Radio, Automotive and Drug 
sales. Over 24,900 rankings. 


(3) Income Breakdown of Consumer Spending Units. For all cities with $20 
Million or more retail sales in 1953. The first time net Effective Buying In- 
come of cities—that is, income after taxes—has been broken down by per cent 
of consumer spending units and per cent of dollars in several income groups: 
$o-$2,499; $2,500-$3,999; $4,000-$6,999; over $7,000. 


(4) Industrial Employment (1953) by Counties. Another Survey of Buying 
Power exclusive . . . based on the only systematic record of employment 
changes in industry since 1947. Employment figures for every county in the 
nation with significant employment in more than one industry. Data cover 
these nineteen basic industries: food; tobacco; textile mill; apparel; lumber; 
furniture and fixtures; paper; printing and publishing; chemical; petroleum 
and coal; rubber; leather; stone, clay, glass products; primary metals; fabri- 
cated metals; machinery (except electrical); electrical machinery; transporta- 
tion equipment; instruments; total. 
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Popular Books 


CASES AND PROBLEMS IN MARKETING RESEARCH 


DONALD F. BLANKERTZ, University of Pennsylvania; ROBERT FERBER 
and HUGH G. WALES—doth University of Illinois 


56 varied cases develop a practical understanding of actual situations students 
will encounter in market research. Grouped about the nine major steps in a 
research operation, they provide a ge command of techniques and methods. 
Introductions to parts survey problems, place them in proper perspective, clarify 
issues, outline cases. For use with any basic textbook. 339 pp. 


PRINCIPLES OF MARKETING—5Sth Edition 


HAROLD H. MAYNARD and THEODORE N. BECKMAN; both Ohio State 
University; Revised by THEODORE N. BECKMAN 


An outstandingly successful textbook which offers the student a broad back- 
ground in the fundamentals of marketing. Thoroughly analyzes—from a func- 
tional and consumer point of view—our marketing institutions, policies, practices. 
Emphasizes — derived from analytical discussions of every pertinent 
phase of marketing. Questions and problems by chapters. I//us. 792 pp. 


FREY’S ADVERTISING—2nd Edition 


COOPERATIVE 


ADVERTISING 


ALBERT WESLEY FREY, Dartmouth College 


Up-to-date book orients students in basic advertising problems and methods of 
their solution. Stresses socio-economic impact of advertising. Fully explains organi- 
zation for advertising, measuring the market, consumer motivation, packaging 
and branding, ad planning, copy testing, media selection, TV as a major medium, 
etc. Questions, problems, specimen advertisements. 104 ills., 756 pp. 


ADVERTISING 


MOSHER STORY HUTCHINS, Cooperative Advertising Consultant 


Detailed examination of cooperative advertising in virtually all of its forms. 
This book offers expert instruction in building campaigns, standards for choosing 
media, timing and coordinating promotions, planning dealer’s “follow-through,” 
etc. The numerous illustrated examples range in type from point-of-purchase dis- 
plays, through billboards, to actual radio and TV scripts. 73 ills., 256 pp. 


LAYOUT 


WILLIAM LONGYEAR, Prati Institute 


In clear, concise language this practical textbook covers the field of advertising 
layout—from beginner’s rules to “high fashion’ technique. Full explanation of 
layout theory and its application to specific problems; typography; lettering; bleed 
space; balance; unity; contrast. Abundant illustrations include layouts in various 
stages. 100 ills., 115 marginal sketches. 10 x 125, 108 pp. 


HANDBOOK OF GRAPHIC PRESENTATION 


| THE RONALD PRESS COMPANY: 


CALVIN F. SCHMID, University of Washington 


Working manual for clear presentation and interpretation of statistical data 
by means of charts and graphs. Shows how complicated data can be put into easily 
intelligible form; analyzes each basic type of statistical chart for advantages, dis- 
advantages. Also treats layout procedures, statistical maps, three-dimensional 
charts, graphs. Many illustrative examples. 210 ills., 316 pp. 
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RETAILING—Principles and Practices 


SALES 


PAUL L. BROWN and WILLIAM R. DAVIDSON; both Ohio State University 


Comprehensive coverage of essentials of merchandising and store operation as 
evolved from the practices of progressive and successful merchants. Places con- 
siderable emphasis on problems of the small or medium-sized store without neg- 
lecting large-scale operations. Chapter problems pose case situations in various 
business lines. 51 ills., 29 tables, 726 pp. 


MANAGEMENT 


HAROLD H. MAYNARD, Oh+jo State University; 
HERMAN C. NOLEN, Vice Pres., McKesson & Robbins, Inc. 


Techniques and basic principles behind today’s successful ideas and scientific 
methods of sales management. Describes planning of sales strategy from analyses 
of conditions, tests, research. Stresses the sales manager as policy-maker; sales 
organization; planning, controlling sales; sales budgets, etc. Problems and case 
studies drawn from the experience of outstanding firms. Rev. Ed. 46 ills. 667 pp. 


SALESMANSHIP—Principles and Methods of 


Effective Selling 
ALFRED GROSS, New York University 


Realistically introduces problems, principles, and techniques of effective sell- 
ing. Based on ciass-tested material, book discusses all steps of the selling process; 
describes in detail what salesmen should know about products, markets, competi- 
tion, etc. Includes examples based on practices of leading companies. 38 case 
studies, 6 complete sales presentations. 45 ills., 562 pp. 


MARKETING IN THE AMERICAN ECONOMY 


PRICE 


ROLAND S. VAILE, University of Minnesota; E. T. GRETHER, 
University of California, and REAVIS COX, University of Pennsylvania 


A basic textbook showing marketing as a complex, essential function of our 
free enterprise. Offers a clear exposition of why marketing exists, its relationship 
to our economy, and how it discharges its social and economic tasks. Examines 
marketing as the prime force behind allocation and use of resources and distribu- 
tion of private income. 26 #lls., 77 tables, 737 pp. 


PRACTICES AND PRICE POLICIES 


JULES BACKMAN, New York University 


First time in one volume—all the facts on the various price techniques used 
today in industry, retailing, agriculture, public utilities, insurance, the professions. 
The writings of the author and other top authorities present essential information 
for students who want thorough knowledge of modern pricing problems. Fully 
examines government regulation of business and prices. 24 ills., tables, 660 pp. 


MATHEMATICS OF RETAIL MERCHANDISING 


BERNARD P. CORBMAN, State University of New York 


A textbook on the mathematics underlying merchandising problems faced by 
merchants, buyers, and merchandising managers. Detailed, yet understandable ex- 
planations of the mathematics of every situation in merchandising—cumulative, 
average, individual markup; retail method of inventory; gross margin; turnover; 
discounts; markdown; price lines; model stocks, etc. 327 pp. 
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People of Plenty 


ECONOMIC ABUNDANCE AND 
THE AMERICAN CHARACTER 


By DAVID M. POTTER. Economic abundance, more than any 
other single factor, has distinguished America from other countries 
and let its mark upon the character of the people. Professor Potter’s 
lucid and witty study breaks new ground, bringing a historical per- 
spective to bear upon the work of Margaret Mead, David Riesman, 
and Karen Horney. $3.50 


Interviewing in Social Research 


By HERBERT H. HYMAN. With CLYDE W. HART, WILLIAM 
J. COBB, JACOB J. FELDMAN, and CHARLES HERBERT 
STEMBER. The result of a four-year investigation conducted by the 
National Opinion Research Center, this work is concerned with the 
systematic analysis of sources of error in research studies using the 
method of personal interviewing, the measurement of such errors, and 
techniques for reduction and control of error in interviewing. $8.00 


Voting 


A STUDY OF OPINION FORMATION DURING 
A PRESIDENTIAL CAMPAIGN 


By BERNARD R. BERELSON, PAUL F. LAZARSFELD, and WIL- 
LIAM N. McPHEE. Prior to the 1948 election, a corps of social sci- 
entists moved into the vicinity of Elmira, New York, to get the 
answers to such perennial questions as: Why do people vote the way 
they do? How do social class, family loyalties, and business connec- 
tions affect their vote? When do they make up their minds? What 
they learned, and how they learned it, makes one of the most fas- 
cinating books that has appeared in recent years. $7.50 


At your bookstore, or from 


5750 Ellis Ave., Chicago 37, Ill. 
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“4In machine tabulation, pre- 
coding not only saves time 
and money but catches errors 
and incompleteness in ques- ay 
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“Criteria for Marketing 
and Advertising Research” 
Copyright 1953 


by ADVERTISING RESEARCH FOUNDATION, INC. 
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Pre-coding is an integral part of the free advisory 
service R & S offers researchers. In addition, no charge is 
made for consultation in helping design the question- 
naire. Quite often this will result in simpler questions and 
more definite findings, yet not distort the purposes of the 
survey (for example, conversion of “open-end” questions 
into tick-off ones). 


Punched card tabulation or manual, you can de- 
pend on R & S to give you the right service at the right 
price. Call on us to work with you on your next project — 
remember, there is never a charge for consultation. 


A call or a card will bring an experienced “‘methods 
man” — or, we'll be glad to send you a free booklet 
. about R & S services as a preliminary! 
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SALES ADMINISTRATION PRINCIPLES AND PROBLEMS. 
Third Edition 


By BERTRAND R. CANFIELD, Chairman, Division of Distribution, Babson Institute 


The new edition of the most successful text on sales management emphasizes the prin- 


ciples of good sales administration with thorough coverage and modern treatment. 
Features in this new edition include: 


(1) New material on sales control records and systems, unionization of salesmen, and 
legal aspects of sales management. 

(2) New emphasis on sales operation and control, sales planning and policy. 

(3) More new material on pricing service, consignment, brand and other sales policies. 


(4) Material dealing with operation and control of salesmen now precedes discussion 
of the more general administrative problems of sales planning and policy. 


662 pages 6” 9” + Published 1954 


SUCCESSFUL SALESMANSHIP, Third Edition 
By PAUL W. IVEY, Revised by Walter Horvath 


This up-to-date revision of the most successful salesmanship text continues to emphasize 
the practical application of tested basic selling principles. In the revision, chapter se- 
quence has been rearranged to put earlier emphasis on actual field experience and to inte- 
grate chapters around more consistent and teachable progression of ideas. Much new 
material has been added to the treatment of buying motives, closing, and personality to 
bring them up to date with current thinking. 


456 pages + 554” X 834” + Published 1953 


ELEMENTS OF MARKETING, 5th Edition 


By PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, University 
of Illinois 


The 5th Edition of this classic marketing text is completely up-to-date . . . even more 
down-to-earth and useful than the previous editions. Seven entirely new chapters are 
provided . . . 17 chapters are rewritten from start to finish . . . the rest are carefully 
revised. 

968 pages + 6” 9” + Published 1952 
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IBM SERVICE BUREAUS are 

at your command to develop 

promptly the research data 

you need. Bring your 

accounting and statistical 
jobs to IBM ... and save 

time, effort, money! 


IBM International Business Machines, 590 Madison Ave., New York 22, N.Y. 


115 IBM Service Bureaus are located in principal cities 
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MONOPOLY AND COMPETITION IN BANKING 
By D. A. Alhadeff 


A study of the effects of concentration in banking based on a market- 
structure analysis. A detailed comparison is included of costs, output, in- 
terests rates, and profits for unit banks and branch banks. $4.50 


GOVERNMENT PURCHASING AND COMPETI- 
TION By Dickson Reck 


Shows how large-quantity buyers, such as governments, institutions, and 
large industrial and commercial firms, can substantially improve the ef- 
fectiveness of their purchasing policies, thus benefiting not only them- 
selves but the economy as a whole. $4.00 


THE ARBITRATION OF WAGES By Irving Bernstein 


An examination of the why’s and wherefore’s of arbitration, showing 
why it is sometimes substituted for collective bargaining, when it works 
- most successfully, and its effects on wages. $3.50 


THE THEORY OF FISCAL ECONOMICS 
By Earl R. Rolph 


One of the few systematic examinations of tax theory since Pigou’s cele- 
brated work. The author reaches somewhat unorthodox conclusions for 
he adopts a stock-flow type of monetary theory instead of viewing income 
as the crucial determinant of present expenditures. $4.50 


THE PACIFIC COAST MARITIME SHIPPING IN- 
DUSTRY, 1930-1948 


Volume II, An Analysis of Performance 


By Wytze Gorter and George H. Hildebrand 


Volume I of this two-volume study gave evidence of the instability and 
decline of the Pacific Coast shipping industry. The new volume digs into 
the underlying causes for this instability and decline. $5.00 


UNIVERSITY OF CALIFORNIA PRESS 
Address: BERKELEY 4, CALIFORNIA 
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With the oldest independent tabulating service in New York you get 
“know-how” that tackles your problems confidently and constructively. 


Versatility— 


Your work, big or little, simple or complex, fits into our flexible 
organization smoothly, efficiently. 


Dependability— | 
You will find our technicians “craftsmen” in the way your work is 
prepared, processed and presented to you. 
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Acceptance— 


The Barnard Signature on your work insures acceptance among the 
most particular and exacting people. 


Square Dealing— 


You will find our policies fair and square. 
Your estimates are clear-cut, explicit. 
You will get a full value in price and time. 


Economy— 


All these qualities add up to economy. You are spared unnecessary 
concern and involvement in details, and have the full insurance of a 
competent job. 


Barnard, Inc. 


COMPLETE STATISTICAL AND TABULATING SERVICE 


432 Fourth Avenue 
New York 16, N. Y. 
MUrray Hill 9-6250 
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———————= Used in Colleges Everywhere . . . 


Marketing Handbook 


THIS widely used, authoritative Handbook gives 
students clear, concise answers to their questions 
on virtually any aspect of modern marketing 
practice. It presents a wealth of information, 
drawn from many sources, on setting sales policy, 
launching new products, gauging the market, 
building and maintaining sound public relations, 
etc. Handbook explains tested methods of success- 
ful organizations, and shows how to apply them. 


Over 6000 separately classified subjects provide 
a constantly useful source of facts, ideas, and tech- 
niques that represent the best modern thinking 
in the field. 226 ills., 1321 pp. $10 


“Fills a space that has stood empty overlong 
in a good many bookcases. Presents a systematic, 
concise review of the major fields of marketing.” 

—Journal of Retailing 


CONTENTS (by Sections) 


Edited by PAUL H. NYSTROM, 
Emeritus, Columbia University; 
with 69 Contributing and Con- 
sulting Editors. 


Marketing. Consumer Demand. Marketing 
Research. Products Policies. Service Policies. 
Channels of Distribution. Industrial Mar- 
keting. Advertising Organization. The Ad- 
vertising Plan. Advertising Media. Packag- 
ing Policies. Sales Promotion. Public Rela- 
tions. Price Policies. Sales Organization. 


Personnel Selection. Salesmen’s Equipment. 
Selling and Salesmanship. Compensating 
Salesmen. Territories. Quotas. Sales Super- 
vision. Correspondence. Publicity. Storage 
and Warehousing. Contracts. Training 
Salesmen. Distribution Costs. Budgets. Sta- 
tistics and Mathematics. 


Other Ronald Handbooks . . . 


Accountants’ Handbook _ 
Cost Accountants’ Handbook 
Financial Handbook 
Personnel Handbook 
Production Handbook 


jrd Ed. 287 ills., tables, 1505 pp. $10 


556 ills., tables, 1482 pp. $10 
3rd Ed. 139 ills., 1289 pp. $10 
262 forms, ills., 1167 pp. $10 


771 forms, charts, ills., 1676 pp. $10 


RONALD HANDBOOKS are recognized throughout the world as standard. 
Each Handbook offers, in compact form, the sum total of useful experience 
in its field. From the great mass of literature that represents progressive, 
modern thinking, the Handbooks review, analyze, condense, and coordinate 


the essence of successful practice. 


@ Special quantity classroom price available. 
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ECONOMIC EVIDENCE IN ANTITRUST CASES” 


EDWARD F. HOWREY 


HE antitrust laws administered by the 
'T Federal Trade Commission prohibit 
various types of acts and practices which 
may have an adverse effect on competi- 
tion. Today I should like to explore, if 
I may, the use of economic evidence in 
determining this latter fact, that is, in 
ascertaining and adjudicating the ulti- 
mate question of injury to competition. 

In recent years there has been a tug of 
war between two antithetical approaches 
to the problem of competitive effects, 
namely, the per se violation doctrine and 
the rule of reason.? 

Per se violation means that certain 
types of conduct are illegal as such; that 
is, the conduct is considered unreason- 
able per se. Injury to competition is con- 
clusively presumed. The respondent is 
foreclosed from introducing evidence as 
to actual competitive effects. He is not 
permitted to offer marketing or economic 
justifications for the challenged practice. 

Agreements among competitors in- 
volving price fixing, limitations on pro- 
duction, boycotts, allocation of markets 
and allocation of customers are fre- 
quently cited as per se violations. More 
recently agreements between suppliers 
and their customers containing tying 


* Address by the Chairman, Federal Trade Com- 
mission at the 1954 Summer Conference of the 
American Marketing Association, Atlantic City, June 
14, 1954. 

*There are certain exceptions to this. Sections 
2(d) and 2(e) of the Clayton Act, as amended, for 
example, prohibit certain practices as such. 

Oppenheim, Federal Antitrust Legislation: 
Guideposts to a Revised National Antitrust Policy, 
50 Mich. L. Rev. 1148-1165. 


clauses and exclusive dealing arrange- 
ments® have been added to the list. 

The growth of the per se doctrine in 
the courts has been based in part on 
expediency. The judges have felt they 
were not equipped, “either by experi- 
ence or by the availability of skilled as- 
sistance,” to appraise economic data.* 

Opposed to the per se doctrine is a rule 
of reason approach. It permits considera- 
tion and analysis of all the relevant 
marketing and economic factors. The 
ultimate test, under this approach, is 
whether an arrangement involves pres- 
ence or absence of prejudice to the public 
interest.5 

In the Board of Trade case Mr. Justice 
Brandeis set forth the following criteria:® 


“Every agreement concerning trade, 
every regulation of trade, restrains. To 
bind, to restrain, is of their very es- 
sence. The true test of legality is 
whether the restraint imposed is such 


® Contra: In the Matter of The Maico Co., Inc., 
Docket 5822, decided by F.T.C. December 7, 1953. 
The Commission there held that it could properly 
consider economic and marketing factors in decid- 
ing exclusive dealing cases under section 3 of the 
Clayton Act. 

* Standard Oil of California, et al. v. United States, 
337 U.S. 293, 310 (1949). The courts have, on the 
other hand, recognized that the Federal Trade Com- 
mission was created for the purpose of appraising 
economic data and market facts. 

5See United States v. Columbia Steel Co., et all., 
334 U.S. 495 (1948), and United States v. United 
States Steel Corp., et al., 251 U.S. 417 (1920). Cf. 
United States v. Paramount Pictures, Inc., et al., 334 
US. 131 (1948). 

* Board of Trade of the City of Chicago, et al. v. 
United States, 246 U.S. 231, 238 (1918). 
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as merely regulates and perhaps thereby 
promotes competition or whether it is 
such as may suppress or even destroy 
competition. To determine that ques- 
tion the court must ordinarily consider 
the facts peculiar to the business to 
which the restraint is applied; its con- 
dition before and after the restraint 
was imposed; the nature of the re- 
straint and its effect, actual or proba- 
ble. The history of the restraint, the 
evil believed to exist, the reason for 
adopting the particular remedy, the 
purpose or end sought to be attained, 
are all relevant facts.” 


In the Columbia Steel case,? the Su- 
preme Court specified the following fac- 
tors as relevant to the standard of reason- 
ableness: 


“In determining what constitutes un- 
reasonable restraint, we do not think 
the dollar volume is in itself of com- 
pelling significance; we look rather to 
the percentage of business controlled, 
the strength of the remaining competi- 
tion, whether the action springs from 
business requirements or purpose to 
monopolize, the probable develop- 
ments of the industry, consumer de- 
mands, and other characteristics of the 
market.” 


"United States v. Columbia Steel Co., et al., 334 
USS. 495, 527 (1948). 
*In Appalachian Coals, Inc., et al. v. United 
States, 288 U.S. 344, 359 (1933), Chief Justice Hughes 
said: 

“There is no question as to the test to be applied 
in determining the legality of the defendants’ con- 


is to prevent undue restraints of interstate com- 
merce, to maintain its appropriate freedom in 
the public interest, to afford protection from the 
subversive or coercive influences of monopolistic 
endeavor. As a charter of freedom, the Act has a 
generality and adaptability comparable to that 
found to be desirable in constitutional provisions. 
It does not go into detail definitions which might 
either work injury to legitimate enterprise or 
through particularization defeat its purposes by 
providing loopholes for escape. The restrictions 


duct. The purpose of the Sherman Anti-Trust Act | 


On several occasions, as Chairman of 
the Federal Trade Commission, I have 
taken the strong position that the Com- 
mission should not further extend the per 
se doctrine; that, except where the Su- 
preme Court or Congress has directed 
otherwise, the Commission should deter- 
mine competitive effects by examination, 
analysis and evaluation of relevant mar- 
ket facts.® 

If this view is to prevail, and if the for- 
ward march of the per se doctrine is to be 
halted, we must find satisfactory answers 
to three very practical questions: 


1. What are the relevant economic and 
marketing factors? 

2. How can they be developed? 

3. How can they be presented in evi- 
dence without unduly burdening 
the record or extending the time of 
trial? 


These questions must be answered by 
the lawyer, the business economist and 
the marketing expert working together 
as a team. 


I 


The relevant economic and marketing 
factors would, of course, vary from case 
to case. The market, the industry, and 
the type of violation involved would form 
the frame of reference. The tests in a 
merger case under amended section 7 of 
the Clayton Act!® might be quite differ- 


the Act imposes are not mechanical or artificial. 
Its general phrases, interpreted to attain its fun- 
damental objects, set up the essential standard of 
reasonableness.” 


In Standard Oil Co. (Indiana), et al. v. United States, 
283 U.S. 163 (1931), Justice Brandeis applied the 
“rule of reason” pursuant to the requirement that 
“there must be a definite factual showing of illegal- 
ity” as tested by the factors he mentioned in the 
Chicago Board of Trade case, supra. 

* See particularly “The Federal Trade Commission 
and the Administrative Process,” address before the 
Section of Antitrust Law of the New York State Bar 
Association, January 28, 1954. 

64 Stat. 1125, 15 U.S.C. sec. 18. 
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ent from those in a restraint of trade case 
brought under section 5 of the Federal 
Trade Commission Act.12 However, I 
will attempt no such refinements in this 
paper but will merely list some of the fac- 
tors that may be relevant to one or an- 
other type of case, and some that may 
have common relevance to all types of 
cases. 

Some economists belong to the behav- 
iorist school while others belong to the 
structural school. The former focus at- 
tention upon the performance of the in- 
dustry and the behavior of the firms 
therein as the key to the competitive situ- 
ation. The latter group looks to the mar- 
ket structure, for example, to the number 
of sellers or buyers present in the particu- 
lar market. 

My own belief is that these are not mu- 
tually exclusive viewpoints. In some situ- 
ations market structure and behavior are 
inseparable and in most situations an ex- 
amination of all the relevant facts will 
involve both structural and behavior con- 
siderations. The distinction between the 
two therefore, although widely used in 
the literature on the subject, will not be 
followed in my analysis. 

Economists generally agree, regardless 
of their school, that the competition 
which the antitrust laws seek to preserve 
cannot be defined in terms of absolute or 
perfect competition. It is recognized that 
the public policy of the antitrust laws is 
governed by the reality that imperfect 
competition exists in most competitive 
markets. This concept, particularly when 
accompanied by a rule of reason ap- 
proach, is sometimes referred to as “work- 
able” or “effective” competition. 

Against this background various tests, 
standards or criteria have been suggested 
for determining whether or not competi- 
tive conditions in a particular market 
comply with the requirements of the anti- 


™ 38 Stat. 719, 15 U.S.C. sec. 45. 


trust laws. These tests include but are not 
limited to the following: (1) ease of en- 
try, that is, freedom of opportunity for 
new traders to enter the market; (2) op- 
portunity for survival; (3) opportunity 
for growth and profits; (4) effective con- 
sumer choice of alternative goods and 
services with consideration of extent to 
which products or services are differen- 
tiated or substitutable; (5) level of con- 
centration—the number and relative size 
of competitors selling in a particular mar- 
ket; (6) the merger or consolidation 
trend; (7) relationship between size and 
efficiency; (8) balance of bargaining 
power between seller and buyer; (g) de- 
gree of price competition and competi- 
tive meeting of prices; (10) responsive- 
ness of price to changes in cost—are reduc- 
tions in cost passed on to purchasers; (11) 
profit pattern; (12) degree of independ- 
ence of action by competing sellers; (13) 
efficiency in production—are new prod- 
ucts and processes being introduced in 
keeping with technological advances—is 
investment in capacity excessive in rela- 
tion to output; (14) efficiency in distribu- 
tion; (15) flexible adjustment to chang- 
ing markets; (16) presence or absence of 
unfair competitive or trade practices. 
One well known business economist 
has added national defense to this list of 
economic tests.!? “This means,” he said, 
“that a good antitrust policy must be con- 
sciously geared to the requirements of 
efficiency, progress and volume of produc- 
tion. These down-to-earth values will 
serve equally well our peace-time objec- 
tive of more goods for more people and 
the defense objective of military might.’ 
It has been suggested, as I have indi- 
cated, that these tests cannot be adminis- 
tered successfully by a court of law; that 
to ask courts to go into matters of this 
* Griffin, “An Economic Approach to Antitrust 


Problems,” 1951, pp. 62, 82. 
* Id. p. 85. 
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kind might cause antitrust administra- 
tion to become mired in a bottomless bog. 

This may or may not be true of the 
courts—personally, I doubt it—but the 
Federal Trade Commission was designed 
and set up for the specific purpose of deal- 
ing with complex problems of industries 
and markets. It was to be staffed with busi- 
ness specialists—lawyers, economists, mar- 
keting experts, accountants and statisti- 
cians who could appraise economic data 
and market facts. It was given wide pow- 
ers of inquiry and compulsory disclosure. 
It was, in short, created for the purpose 
of supplementing the work of the courts 
by furnishing expert guidance as to com- 
petitive effects. 

The importance of marketing facts 
should therefore be recognized by- the 
Commission at all stages, that is, in the 
initiation of antitrust cases, in the de- 
velopment of a theory of the case, in plan- 
ning and conducting the investigation, 
and in prescribing the remedy. 


II 


While there has been no lack of sug- 
gested tests or standards, not enough at- 
tention has been directed to the problem 
of gathering and tabulating factual data 
on the basis of which they can be applied. 

To be sure, both government and pri- 
vate agencies devote considerable funds 
and effort to the collection and dissemi- 
nation of economic facts, but this infor- 
mation often relates to such wide and 
heterogeneous classes of business enter- 
prise that it loses much of its usefulness 


from an antitrust standpoint. In most 


cases the classifications are too broad. The 
data are tabulated in terms of what are 
known as “‘2-digit industry groups,” that 
is, general groupings, such as, “food and 
kindred products.”!+ These are, of course, 


* An example of a “2-digit” group, as I have in- 
dicated, is food and kindred products; a “3-digit” 


too broad to be meaningful in market 
analysis. 

In applying standards of workable com- 
petition it is essential that the data being 
used relate to particular markets, com- 
modities, or industries. Each antitrust 
case presents its own separate issues which 
serve to define and delimit the type of 
marketing data that may be relevant. 

I am not suggesting—and it is unlikely 
that any antitrust lawyer would suggest— 
that it is feasible to maintain reservoirs 
of up-to-date facts relating to all markets, 
products, or industries. But I do suggest 
that we enlarge our archives of empirical 
data for key industries and key classifica- 
tions to serve as a backdrop for the mar- 
ket and product analysis that may be re- 
quired in the particular case. 

The American Marketing Association, 
the American Bar Association and other 
similar organizations would perform a 
real public service, and greatly assist anti- 
trust law enforcement, if they would ap- 
point committees to consider this prob- 
lem. The Attorney General’s National 
Committee to Study the Antitrust Laws, 
of which I am a member, is now giving 
consideration to problems of this nature. 

Asa start, lam recommending that the 
Commission’s Bureau of Economics con- 
duct preliminary studies using existing 
sources of information. Data are avail- 
able, for example, which could be tabu- 
lated to show the general structural char- 
acteristics of many industries. These can 
be compiled from the 1947 Census of 
Manufacturers and brought up to date 
whenever a new census is undertaken. 
They will show the industry’s size, aver- 
age size of plants, number of plants, num- 
ber of companies, number of plants per 
company, level of concentration, and 
level of company concentration (that is, 


industry is grain mill products; a “4-digit” industry 
is bread and other bakery products; etc. 
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the share accounted for by the industry’s 
4, 8, 20 and 50 leading concerns). 

In addition certain competitive rela- 
tionships might tentatively be established 
from existing data. In the Commission’s 
recent report on changes in concentra- 
tion it was found that “. . . a rapid ex- 
pansion in output, particularly if it takes 
the form of a marked increase in the 
number of plants, tends to be associated 
with decreasing concentration.” Other 
relationships illustrated by patterns of 
behavior, such as price and profit pat- 
terns, should be explored and developed. 

Of all the tests or standards which have 
been suggested, none has been proposed 
more frequently than ease of entry. The 
suggestion is that the greater the ease of 
entry, the greater the probability of com- 
petition and the less the need for govern- 
ment intervention to correct restrictive 
practices. There may be various types of 
existing statistical data which could be 
tabulated in such a way as to shed some 
light on this question. 

As part of the Old Age Insurance Pro- 
gram, employers regularly file returns 
showing the industry in which they are 
engaged and number of employees. These 
can, we believe, be tabulated in such a 
way as to distribute business births by in- 
dustry and by size of reporting unit. 

One of the factors governing the ease 
of entry into any given industry is the 
amount of capital required. It has been 
said that ““The most important single 
determinant of the degree of competition 
in a given industry is the shape of the 
long-run cost curve confronting the pros- 
pective entrant.’ Although no defini- 
tive information can be obtained for any 
large number of industries, it may be pos- 


* Report of the Federal Trade Commission on 
Changes in Concentration in Manufacturing 1935 to 
1947 and 1950, p. 57 (1954). 

* Markham, Proceedings of the Section of Anti- 
trust Law, American Bar Association, April 1-2, 
1954, P- 149. 


sible to tabulate certain governmental 
data in such a way as to indicate the 
amounts involved for certain selected in- 
dustries. 

The Commission, as you know, makes 
a continuing study of changes in concen- 
tration. It has been suggested that this 
study should be enlarged to include 
“cross concentration”—although Con- 
gress will first have to provide the neces- 
sary funds. The purpose of such a study 
would be to ascertain whether the lead- 
ing firms in a given industry are largely 
limited to that one industry or whether 
they are also the leading firms in other 
industries as well. 

Because of the tendency of firms within 
an industry to specialize in the produc- 
tion of particular products, the general 
tendency is for the concentration ratio of 
an industry to be lower than the ratios 
for the particular products. The forth- 
coming Corporate Pattern Survey of the 
Federal Trade Commission will provide 
basic data on product concentration. 

It seems to be axiomatic in economic 
theory that over the long-run prices in a 
competitive industry should be respon- 
sive to changes in cost. The belief is that 
where such responsiveness exists, com- 
petition is reasonably effective, and that 
where it is absent, restrictive forces are at 
work. Had cartel arrangements prevented 
manufacturers in this country from re- 
ducing prices as mass production methods 
lowered production costs, fewer people 
would own automobiles, farm equipment 
and household appliances and millions of 
workers who gain a living in these and 
in related industries would be less profit- 
ably employed. The national income 
would be much lower. 

The basic difficulty in applying this 
standard is the absence of unit cost data. 
The collection of such cost data for all or 
even a substantial number of industries 
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would be an expensive and complex un- 
dertaking. 

An indirect approach to the problem 
could be made by comparing trends of 
prices of finished goods with trends of 
relevant wage rates and of raw material 
prices. Most of the information required 
for the preparation of such trend com- 
parisons is available in the form of wage 
rate, productivity and wholesale price 
data regularly gathered by the Bureau of 
Labor Statistics. Such comparisons might 
provide rough answers to the question 
whether, over a period of years, prices 
had moved in response to significant 
changes in direct costs." 

The foregoing is merely suggestive of 
the type of studies that might be under- 
taken by the Federal Trade Commission 
using material now being gathered by 
government agencies. My main purpose 
in referring to them is to stimulate your 
thinking and perhaps thereby stimulate 
legal and economic research on the over- 
all problem. 


III 


The third question I posed, namely, 
the problem of introducing economic 
proof in evidence in antitrust cases, will 
be more fully explored in a later paper. 

Competition is a complex and con- 
stantly changing phenomena. It has never 
been sharply defined. Injury to competi- 
tion, as distinguished from injury to a 
competitor, is seldom capable of direct 
proof and must therefore be inferred 
from all of the surrounding circum- 
stances. 

It is important to remember in this 
connection that the Federal Trade Com- 
mission is an administrative agency, not 
a court; that while Commission action 
must be supported by “reliable, proba- 


"Since they would ignore changes in indirect 
costs, such comparisons would not be definitive. 


tive and substantial evidence,”!* techni- 
cal rules of evidence are not applicable to 
administrative hearings.!® 

Competitive effects need not, in my 
opinion, be determined by absolute facts 
such as precise sales, costs, profits, or share 
of the market of a particular party. It is 
enough, I believe, to show patterns, 
trends and relative positions. 

Hearing officers, and judges too for 
that matter, should permit industry and 
company history, industry and company 
statistics, pricing and trade practices, 
price levels and variations in price and 
other business facts to be shown by meth- 
ods usually employed by practical mar- 
keting men,—methods “resting mainly on 
common sense,” that is, by “such... 
evidence as a reasonable mind might ac- 
cept as adequate to support a conclu- 
sion.”*° Summaries, tabulations, charts, 
graphs, sampling and polls of opinion, for 
example, must be admitted in evidence 
if antitrust enforcement is to succeed and 
hearing records kept to manageable pro- 
portions.?? 

In closing let me repeat that a sensible 
and consistent antitrust policy depends 
upon the appraisal of relevant economic 
and marketing factors. In the absence 
of such information, commissions and 
judges are likely to continue, and per- 
haps to extend, the use of the per se ap- 
proach in reaching decisions. Yet it must 
be obvious that competition can be 
judged only after the market facts have 
been weighed. 


* Sec. 7(c) of the Administrative Procedure Act, 5 


. U.S.C. 1006c. 


* Attorney General’s Manual on the Administra- 
tive Procedure Act, p. 76 (1947); I.C.C. v. Baird, 194 
U.S. 25,.44; F.T.C. v. Cement Institute, et al., 333 
U.S. 683, 705 (1948). 

See Consolidated Edison Co., et al. v. N.L.R.B., 
et al., 305 U.S. 197, 229 (1938). 

*See Report of the Committee on Practice and 
Procedure in the Trial of Antitrust Cases of the 
Section of Antitrust Law of the American Bar Asso- 
ciation, pp. 40-50 (1954). 
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THE KEY TO THE FUTURE IS MARKETING" 
DOUGLAS ABBOTT 


HE phrase “The Key to the Future is 
"T Marketing” States one of my firmest 
convictions about the nature of economic 
progress—and it is a conviction which I 
feel must, of necessity, be shared by the 
majority of Canadians. That is the con- 
viction that only under a regime of re- 
latively free markets—a regime in which 
marketing men have a function—is there 
any hope of economic advance. 
Marketing specialists have a vested in- 
terest in freeing markets. In a restricted 
and static economy marketing specialists 
would have no job to do. It is only when 
an economy is changing, adjusting and 
advancing that there is any sense in ap- 
plying the techniques of marketing. The 
very existence of marketing specialists is 
a result of the everlasting fight for the 
consumer’s dollar. 


STABILITY vs. DYNAMICISM 


There are two views that one can take 
toward economic affairs. One is the view 
that stability is everything: that a static, 
inefficient economy, as long as it is stable, 
is better than a dynamic economy which 
changes techniques, casts aside old prod- 
ucts, and constantly searches to expand 
and advance. The other view is that the 
advancing, expanding economy is the 
only economy that offers adequate re- 
wards. As the dynamic economy expands, 
both individuals and firms must con- 
stantly make adjustments. These adjust- 
ments, like most changes, are likely to be 
unpleasant at the time. 

Marketing as a specialized technique 
is part of the process of economic change. 
The more effectively the marketing func- 


* Address by Canadian Minister of Finance, at the 
1953 Summer Conference of the American Market- 
ing Association, Montreal, June 10, 1953. 


tion is performed, the more easily will 
individuals and firms be able to adjust 
to new market conditions. Thus, market- 
ing is the technique by which a dynamic 
and expanding economy is enabled to 
move forward efficiently. 


GOVERNMENT AND MARKETING 


Just as there are two general lines of 
thought about the kind of economy that 
is desirable—so there are two broad poli- 
cies toward economic affairs which may 
be adopted by government. The one em- 
phasizes protecting, subsidizing, control- 
ling and coddling economic activity 
within national boundaries. It is the 
policy of building a ring-fence around 
the economy. The instruments of this 
policy are the subsidy, the exclusive tar- 
iff, the hidden subvention, and the im- 
port and export quota. 

Since the end of World War II, this 
line of policy has been viewed with less 
and less favour by many governments of 
the western world. They have looked 
with more interest to the alternative line 
of policy. They have realized more 
clearly the value of maintaining a rela- 
tively free system of prices and markets. 
But it is one thing for government to re- 
alize that the free price system is the only 
way in which an economy can rapidly 
adjust to changing needs and changing 
possibilities. It is another thing for gov- 
ernments to be able to carry this view 
forward into policy. While many western 
governments have turned away from the 
emphasis on stability and toward a 
greater emphasis on maintaining the 
flexibility of the national economy, there 
remain many major road blocks to the 
free marketing of goods. At the interna- 
tional level, these road blocks are quanti- 
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tative import controls, high protective 
tariffs and administrative devises that 
effectively prevent goods from crossing 
international boundaries. 


RESTRICTIVE DEVICES 


When these restrictive devices are em- 
ployed as main instruments of commer- 
cial policy, I think we are justified in say- 
ing that the regime applying them is one 
of excessive economic nationalism. The 
world’s experience for several hundred 
years has been that nationalism, when 
carried to excessive lengths, is a very 
expensive luxury, whether it be political 
or economic nationalism. Many people 
are prepared to pay the price of economic 
nationalism rather than pay the price of 
adjustment to a regime of freer markets. 
It is one of the melancholy facts of life 
that both in Europe and on this side of 
the Atlantic, groups which loudly adhere 
to the philosophy of free marketing and 
extol the virtues of free competition are 
nonetheless advocates of restriction. In 
practice they oppose competition in in- 
ternational trade, ask governments for 
every kind of sheltering protection. Com- 
petition, to them, is strictly a one-way 
street. Naturally, this has tended to en- 
courage the belief in some quarters that 
the talk of freeing trade from its pre-war 
restrictions is just talk. 


Import Controls 


But in those areas across the Atlantic 
where there is much protesting about the 
height of tariff barriers in North Amer- 
ica, there are highly restrictive import 


controls which effectively prevent any — 


North American nation from competing 
with local producers in those markets. 

Import controls have been applied 
in many countries during and since the 
last war. When foreign currency reserves 
and gold are draining away rapidly, they 
are one of the immediate measures which 


government must take to prevent a more 
serious failure of the system of inter- 
national payments. But where import 
controls have been allowed to become a 
permanent part of economic policy, they 
have created conditions whicl: make their 
removal even more difficult. ‘| here is an 
uneconomic diversion of labour and ma- 
terials toward the production of those 
goods which could be more economically 
imported from abroad. Behind the shel- 
ter of import controls, costs tend to rise 
and a characteristic flabbiness tends to 
pervade the economy so that its ability to 
adjust is much reduced. 


CANADA’S POLICY 


I take the view that a relatively free 
market system, a system in which there 
are the fewest permanent restrictions 
upon the economy as are possible, is 
vital to continued economic progress. In 
Canada, where about a fifth or more of 
our national income comes from foreign 
trade, we can have no other view. Any 
Canadian Government is faced with a 
hard fact of economic life. To live at our 
present standard, we Canadians must 
sell our goods to many other countries. 

In our post-war economic policy 
Canada has consistently followed the 
policy indicated by this cardinal fact. 
Since the end of World War II, we have 
negotiated for mutual tariff concessions 
with thirty-four countries. We have co- 
operated with other nations in measures 
designed to re-establish a system of free 
international payments. In the continued 
reduction of barriers to the flow of inter- 
national commerce, Canada, as_ the 
world’s fourth greatest trading nation, 
has a vital interest. In Canada, we must 
export to live. The realities of our eco- 
nomic existence make us quite opposed 
to heavy-handed government restrictions 
on the moyement of goods in response to 
market forces. 
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Indeed, in Canada one of the major 
tasks of government must be to increase 
the flow of international trade. Our 
interest in the development of the St. 
Lawrence River system as an interna- 
tional seaway stems from our conviction 
that to assist in opening up markets by 
improving transportation facilities is one 
way that government can contribute to 
productive efficiency. We all stand to 
gain by the increase in trade which must 
follow any such improvement in inter- 
national transport facilities. 

Our concern with the level of United 
States tariffs stems from our conviction 
that government must help to keep goods 
moving. We have never made any secret 
of our concern with potential increases 
in the United States tariff on goods which 
Canadians sell in the United States. 
World War II resulted in a narrowing of 
many of the traditional markets for Can- 
adian exports to Western Europe and to 
the sterling area. At the same time, the 
expansion of the United States economy 
provided Canadian producers with an 
important market for a growing pro- 
portion of our exports. Before the war, 
a good many Canadians tended to look 
on the United States as a fair-weather 
market, and on Western Europe as our 
all-weather market. 


THE U.S. MARKET 


Because of the partial closure, by im- 
port controls, of what we used to regard 
as our all-weather markets, Canadian ex- 
porters have naturally tried to sell more 
of their goods in the United States, in 
Latin America and in other overseas 
markets, and we have succeeded in doing 
so. Any Canadian government would be 
failing in its duty if it did not show con- 
cern over threats of artificial restrictions 
on the United States market for some of 
our exports—whether they be cheese or 
oats, lead or zinc. We feel bound to pro- 


test against tariff increases for they have a 
direct effect on our standard of living. 
We believe that any impediment to the 
free flow of goods undermines the eco- 
nomic health of the western world. It 
works directly against the policy we have 
followed since the end of the war—that 
of lowering the barriers against imports 
into Canada in return to similar con- 
cessions from other nations. Placing re- 
strictions on the entry of goods into the 
United States market is a very costly pro- 
cess—and the costs are borne by the 
American consumer. Inevitably, they 
must pay higher prices when domestic 
industry is shielded against competition 
from abroad. 

I cannot see that the businessmen of 
the United States have much to fear from 
the competition of businessmen in other 
countries. The United States economy is 


strong, its factories are efficient, its mines. 


and farms are highly productive. Imports 
will not likely undermine the United 
States economy or drive American busi- 
nessmen to the wall. 


PROTECTION AND MARKETING 

Whenever I hear of a demand for a 
high tariff or other form of protection, 
I suspect there has been some failure of 
marketing ability. From the point of view 
of the individual firm or industry, there 
is always a choice between getting out 
and selling—that is, facing the cold wind 
of competition—and coming to govern- 
ment to ask for some kind of protection. 
I feel that the members of the American 
Marketing Association have a strong in- 
terest in establishing more free markets 
and preventing the growth of restrictions. 
In a static, stable and protected market, 
there would be no jobs for marketing 
experts. You have a function in the eco- 
nomic order only if free markets prevail 
over a wide area. 
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RETAIL PRICE POLICY AND ADMINISTRATIVE 
PRICE CONTROL’ 


JAMES A. CRUTCHFIELD 
University of Washington 


its acknowledged (and rather 
unexpected) success as an anti-infla- 
tion weapon during World War II, price 
control is still regarded by the general 
and trade press and some professional 
economists as a somewhat disreputable 
black sheep in the family of stabilization 
policies.? Almost invariably these writers 
stress two central themes: first, that meas- 
ures other than those which operate di- 
rectly upon the level of aggregate outlay 
deal only with symptoms and are there- 
fore superficial; and secondly, that direct 
controls are so disruptive of business 
policy and so difficult to enforce that 
they break down too quickly to be effec- 
tive even for the most limited objective 
of suppressing inflation. 

It is not possible in the space available 
to deal fully with the first of these propo- 
sitions. There is, however, formidable 
support among professional economists® 
for the position that price controls are a 
useful supplement to more basic fiscal 
and monetary policies. And because there 
is sufficient possibility that they may be 
employed again, analysis of their work- 
ability in specific industries seems to be 
warranted. 

This paper is not offered as a justifica- 
tion of specific actions taken by the Office 

*I am indebted to Earl C. Hald, George L. Mehren, 
and J. Foytik for helpful suggestions. 

* See, for example, Wytze Gorter and G. H. Hilde- 
brand, “Is Price Control Really Necessary?” Ameri- 
can Economic Review, XLI:1 (March, 1951), 71-81; 
and Charles F. Phillips, “Price Control in a Less- 
Than-All-Out-War Situation,” Journal of Marketing, 
XVI:2 (October, 1951), 187-191. 


*J. K. Galbraith, Gardner Ackley, Alvin Hansen 
and James Tobin, to mention but a few. 
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of Price Stabilization, nor as a detailed 
quantitative appraisal of their effects on 
the economy. Rather it is addressed to a 
specific set of questions relating to the 
feasibility of price controls at retail dur- 
ing periods of limited mobilization, and 
draws on the post-Korean experience for 
illustration. Were the principal retail 
regulations issued by OPS based upon 
adequate conceptions of retail market 
structures? Were they simple enough in 
application that compliance could rea- 
sonably be expected of the sellers cov- 
ered? Were they enforceable over pro- 
longed periods without serious malallo- 
cation and without requiring formal ra- 
tioning? 


The Overall Price Control Program 


A brief review of the development of 
the general price control program in the 
post-Korean period will serve to intro- 
duce a more detailed examination of the 
principal control techniques at retail. 
The initial mandatory action was the 
issuance of the General Ceiling Price 
Regulation on January 26, 1951, which 
froze prices at the highest levels reached 
during the period December 19, 1950 to 
January 25, 1951. This regulation was 
closely patterned after the General Max- 


‘ imum Price Regulation of 1942, but pro- 


vided for much simpler record-keeping 
and reporting and made more extensive 
use of automatic pricing methods for 
products and services not sold or offered 
during the base period. The freeze tech- 
nique proved both workable and effec- 
tive in a limited number of commodity 
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areas. In those industries where product 
characteristics and price structures are 
relatively stable (e.g., consumer services, 
soft drinks, tobacco products and drugs), 
the maintenance of base period prices 
presents few problems of compliance and 
enforcement; and in a few areas at retail 
where problems of enforcement and lim- 
ited understanding of covered sellers are 
acute, the freeze price technique prob- 
ably represents the best that can be done, 
taking into consideration the desirability 
of minimizing interference wth enter- 
prise operation and economizing the lim- 
ited staff resources of the agency. 

For most sectors of the economy, how- 
ever, the freeze technique must be re- 
placed by regulations tailored to the pric- 
ing techniques and distributive channels 
of specific industries. It necessarily cuts 
off in midcourse the multitude of price 
adjustments in process at all times in a 
dynamic market economy; and, quite 
apart from the individual inequities 
which result, the freezing of the correc- 
tive process ultimately leads to increas- 
ingly severe malallocation as limited 
supplies are diverted to those products, 
marketing channels, and geographic areas 
where returns are maximized. Moreover, 
the normal shifting of offerings with 
changes in season, style, taste, production 
costs and brands characteristic of the ma- 
jority of consumer goods industries leads 
rapidly to stale base period prices. Tech- 
niques for pricing new items by reference 
to markups on “comparable” items or by 
borrowing competitor’s prices are cum- 
bersome and virtually unenforceable in 
practice. 

The problems raised by the freeze or- 
der were particularly acute in the retail- 
ing of products whose physical character- 
istics and prices are normally subject to 
continuous change. They were, of course, 
compounded by the fact that fulfillment 


of the provisions of the act relating to 
voluntary measures precluded use of a 
base period prior to December, 1950. 
Prices were then rising very rapidly, and 
public anticipation of mandatory con- 
trols had accentuated both the upward 
movement and structural shifts in prices. 
Any attempt to rectify by piecemeal ad- 


justments the innumerable inequities 


which came to light upon issuance of the 
GCPR would have enmeshed the agency 
in a bog of individual actions and pre- 
vented concentration upon the essential 
task of developing regulations geared to 
the practices of specific industry groups. 

Two steps then became essential; the 
restoration of an orderly structure of 
prices at primary production and manu- 
facturing levels, and the relief of badly 
squeezed wholesale and retail margins. 
The formulation of tailored regulations 
and the establishment of earnings and 
product standards for industry and firm 
adjustments could be given concentrated 
attention in the breathing period thus 
provided. 

The attempt to cut across the first of 
these steps by a general manufactur- 
ers’ regulation was a calculated gamble 
which, if successful, might well have per- 
mitted OPS to achieve far more than it 
actually did. The basic regulation* con- 
templated individual calculation of ceil- 
ing prices by adding to offering prices in 
any of the four quarters preceding June 
30, 1950, only those increases in direct 
material and labor costs which occurred 
prior to specified dates. Definitions and 
procedures were carefully drawn to per- 
mit adaptation to a variety of accounting 
procedures and the necessary calcula- 
tions, while burdensome, were within 
the limits of administrative feasibility for 
the great majority of covered firms. How- 
ever, its emasculation by a series of anti- 


* Ceiling Price Regulation 22. 
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rollback amendments in Congress virtu- 
ally destroyed any hope of restoring or- 
derly interindustry price relationships in 
many areas except by successive increases 
to sellers whose prices had, for various 
reasons, lagged behind the general up- 
ward movement.® 

Despite the failure of this first phase 
of its program, OPS found it necessary 
to place substantial areas of retail distri- 
bution under margin controls. The pro- 
scription of rollbacks at the manufac- 
turer level, coupled with the normal lag 
in price revisions at subsequent levels 
during the base period and legal limita- 
tions on cost absorption, made GCPR 
prices intolerable in some commodity 
areas. In others the volatility of costs and 
product characteristics quickly robbed 
base period prices of any significance. 


Margin Regulation: The Dry Goods 
Field 

CPR 7, the first and perhaps the most 
interesting of these margin regulations, 
covered the variety of dry merchandise 
normally handled by department stores, 
mail order houses, and their innumer- 
able specialized competitors: apparel, ap- 
parel accessories, yard goods, footwear, 
furniture, and floor coverings. At first 
glance these fields appear to present al- 
most insurmountable obstacles to suc- 
cessful administrative control. The eco- 
nomic magnitude which price control 
seeks to stabilize is the retail margin—the 
iwgregate payment to the retailer over 
‘and above acquisition costs for services 
performed by him in the sale of all goods 
handled. But retail margins vary widely 
among individual firms under free mar- 


* Hence the frequent contention that OPS ceilings 
merely legalized market prices. The tremendous pres- 
sure on OPS and Congress even after June, 1951, 
bears eloquent testimony to the fact that ceilings 
were widely if not completely, effective despite 
these crippling amendments. 


ket conditions in the retail sectors cov- 
ered by CPR 7. The physical products 
handled by retailers in a given market 
area are heterogeneous in part and 
change over time in accordance with sea- 
sonal and style factors; the techniques of 
differentiation vary widely among indi- 
vidual firms; and the retail services ren- 
dered—as distinguished from differentia- 
ticn proper—are diverse even among 
firms handling similar or identical prod- 
ucts. The resulting pattern of margins 
and prices is bewilderingly complex in 
any single market area and is subject to 
significant regional variations. In this 
area, the classic illustration of full- 
blown Chamberlinian monopolistic com- 
petition, the development of markups of 
general applicability is manifestly impos- 
sible unless the control agency is pre- 
pared to enforce drastic changes in mar- 
keting channels and techniques and—very 
probably—to institute direct rationing. 
Yet it is in this very area, characterized 
by diverse and constantly changing prod- 
uct offerings, that the freeze technique 
encounters its greatest obstacles in terms 
of the administrative difficulties of cov- 
ered sellers and effective price control. 
On closer analysis of the fundamentals 
of retail price-making the problem of es- 
tablishing effective control in this sector 
of the economy assumes much less for- 
midable proportions. In the words of one 
author, the typical large retail store must 
establish a “type of divisional organiza- 
tion structure which necessitates a group 
of price-setters within the firm’ who 
“may be thought of as setting prices by 
‘looking in’ on the budgetary framework 
necessitated by the internal organization 
of the firm, and by ‘looking out’ at the 
*For an interesting and useful analysis of the 
distinction between variations in retail services and 
techniques of product or seller differentiation, see 
Guy Black, “Product Differentiation and Demand 


for Marketing Services,” Journal of Marketing, XVI:1 
(July 1951), pp- 73-78. 
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market proper.”? For administrative pur- 
poses, the former process tends to become 
crystallized in budgeted departmental 
markups; and these in turn are broken 
down to target markups by categories 
within the department. Thus, though 
the structure of prices and margins in the 
market area as a whole is extremely com- 
plex, the pricing process within the firm 
is reduced to manageable dimensions as 
a matter of administrative necessity. 
Since the very conditions which require 
price control imply that the significance 
of the “looking out” process—t.e., the ad- 
justment of price and non-price vari- 
ables to short-run competitive forces—is 
sharply reduced, the essential control 
problem is to freeze the target markup 
structure and thus to establish identifi- 
able maximum prices by formalizing the 
firm’s own shortcut techniques for imple- 
menting its chosen position in its market 
area. 

Several other aspects of the markets in 
question facilitate this process. First, the 
majority of the commodities priced un- 
der CPR 7 may be loosely classified as 
shopping goods, for which comparison 
of price, quality, and style is an impor- 
tant aspect of consumer behavior. Hence, 
competition tends toward uniformity of 
departmental and category breakdowns 
among otherwise widely divergent classes 
of retailers in the general merchandise 
field. Secondly, the evident advantages, 
from the standpoint of both retailer and 
consumer, of minimizing the variables 
facing purchasers of essentially similar 
commodities of widely differing colors, 
style, quality, etc., have led to a wide- 
spread stratification of offerings in price 
lines. This leads, of course, to price-lin- 
ing at prior levels and thus to relatively 
limited and stable sets of cost-price rela- 

* Perry Bliss, “Price Determination at the Depart- 
ment Store Level,” Journal of Marketing, XVII:1 
(July 1952) 37-46. 


tionships covering a wide range of im- 
perfectly substitutable products. Thirdly, 
oligopolistic relationships, with their ac- 
companying tendency toward reduction 
of aggressive competition and stabilized 
markup policies are probably more com- 
mon in general retailing than has been 
generally recognized.® Finally price main- 
tenance policies of manufacturers may ~ 
simply be formalized in a regulation to 
provide effective control over prices of 
many nationally advertised products. 

These factors made it feasible to de- 
velop in CPR 7 a technique for repro- 
ducing in an administrative regulation 
the simplified patterns of initial markups 
developed by retailers themselves as a 
means of achieving internal control of 
the pricing process. Covered sellers were 
required to prepare a pricing chart on 
which was recorded each separate cost- 
price line offered in specified categories 
on a single “list date,” together with 
supporting invoice data and calculated 
average markups for the category. In or- 
der that the resulting pattern reflect ac- 
curately the seller’s own initial markup 
policy, cost-price lines represented by 
merchandise on special sale on the list 
date could be recorded at the original 
offering price. Provision was also made 
for correction of prices remarked up- 
ward after original pricing and for 
squeezed margins resulting from list date 
prices not yet adjusted to higher acquisi- 
tion costs. Ceiling prices could be read 
directly from the chart for most items or 
calculated easily by application of alter- 
native and relatively simple rules. 

Price control is never painless of 
course, and CPR 7 represented no excep- 
tion; preparation of the pricing charts 


* For a useful review of the literature on this topic 
(together with rather unconvincing conclusions) see 
J. Hood and B. S. Ramey, “Imperfect Competition 
in Retail Trades,” Economica, XVIII:70 (May 1951) 
119-137. 
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was a tedious and expensive task, particu- 
larly for large departmentalized sellers. 
However, the great majority of covered 
sellers were cognizant of the long-run 
benefits of a control technique which 
preserved basic price policies of the firm 
while reducing the current burden of 
ceiling price calculations and reports to 
a minimum.® To those retailers who had 
endured the difficulty and expense of es- 
tablishing prices for new items by mark- 
ups on “comparable items” and by 
shopping competitors under regulations 
prevailing during World War II, the ad- 
vantages of the CPR 7 technique were 
even more apparent. 

From the standpoint of the control 
agency, this type of regulation offered a 
practical maximum of enforceability. 
The nature of the bundle of services 
comprising the economic good supplied 
by retailers of dry goods precludes any 
significant degree of consumer enforce- 
ment, since they are rarely reducible to 
uniform ceiling prices identifiable to the 
general public. However, it was possible 
to provide an unequivocal record of max- 
imum price calculations applicable to 
each lot and readily available to enforce- 
ment personnel, by requiring that all in- 
voices be merchandis- 
ing practice in itself—and that each in- 
voice indicate the specific number of the 
pricing rule under which the ceiling was 
determined. 

Despite the apparent looseness of con- 
trols based on initial markups, CPR 7 as 
originally conceived would also have per- 
mitted the agency to require a significant 
measure of cost absorption, given the 


*Both CRP 7 and its World War II counterpart, 
MPR 580, were largely the product of industry ef- 
forts to develop a satisfactory control technique to 
replace the freeze. 

* i.e., the initial offering price is recorded on each 
invoice, which then becomes the basic accounting 
record. 


need and the will. The regulation made 
no provision for increased operating or 
overhead costs"! and, on the assumption 
that sustained pressure against maximum 
prices would permit considerable sav- 
ings through reduction of promotional 
expenses, services, and markdowns, stated 
explicitly that sellers might be required 
to absorb all or any part of subsequent 
price increases granted suppliers. More- 
over, the nature of retail accounting and 
record-keeping in the dry goods field 
made it feasible to reduce windfall gains 
sharply by requiring that all inventory 
be priced on the basis of acquisition cost 
regardless of the date of purchase. 

The regulation provided adequate 
barriers to evasion through transfer or 
absorption of covered sellers, but their 
effectiveness was limited by ambiguous 
and partially inconsistent treatment of 
new entrants. If the underlying justifica- 
tion for direct controls—the expectation 
of stable or declining supplies of con- 
sumer goods coupled with increasing 
money demand—were realized, the char- 
acteristic underutilization of retail fa- 
cilities would obviously call for restric- 
tive pricing for new sellers, coupled with 
more direct controls on new construction 
through allocations. New sellers were 
therefore limited to specified category 
markups slightly below the arithmetic 
mean of markups filed under a similar 
regulation issued in the latter days of 
World War II. In practice, of course, re- 
tail pricing conventions—the aversion to 
odd-cent prices, price lining, and real or 


_ fancied consumer resistance to certain 


“awkward” prices—made this provision 
more restrictive, since realized margins 
would typically fall short of the level 


"Except to the extent that increasing acquisition 
costs would obviously yield larger dollar margins. 
These would be partially offset by increases in ex- 
penses (such as commissions and bonuses for sales 
personnel) directly related to sales. 
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yielded by strict application of the 
markups listed in the regulation. 

This generally sound position of dis- 
couraging entry of new sellers was, how- 
ever, largely vitiated by the extremely 
liberal treatment afforded existing sellers 
and new applicants with “previous exec- 
utive or managerial experience.”!? Cen- 
tral pricing chains could extend chart 
margins to any new outlets without limi- 
tation as long as the pattern of opera- 
tion remainea uniform. Owners of exist- 
ing firms could establish new operations 
using the established markups of the old 
as long as these were not in excess of 
markups of “comparable competitors,” 
and later were permitted to become “cen- 
tral-pricing chains.” Persons previously 
engaged in retailing in covered fields in 
a managerial capacity could also apply 
for permission to use margins in excess of 
those otherwise allowed new sellers. 

Even if we ignore for the moment the 
difficulty of achieving administrative con- 
sistency in interpreting eligibility for this 
more liberal treatment and in the deter- 
mination of comparable competitors, 
these provisions obviously contravene the 
avowed objectives of the regulation. Dur- 
ing periods of restricted output there is 
no apparent reason why existing sellers 
as well as potential new entrants should 
not be restricted in their ability to create 
additional capacity. And if, as might well 
be possible, the geographic shifts of 
population accompanying a substantial 


® The wording of this section caused a great deal 
of difficulty in the national office and in field offices 
charged with the determination of “in-line” mark- 
ups for such applicants, despite efforts to limit the 
discretionary range in Field Price Instructions. Pre- 
sumably the provision was intended to apply to 
persons whose capacity in the firm involved responsi- 
bility for price determination, but in practice most 
of the processing offices were extremely liberal in in- 
terpreting it. The number of applications handled 
ran far beyond the ability of the national and re- 
gional offices to insure reasonable uniformity of 
treatment by post-audit. 


increase in military production should 


require additional retail facilities in 


some areas, there is no objective ration- 
ale for permiting such expansion on 
more favorable terms for those previously 
or presently engaged in the field. These 
new seller provisions involved the agency 
in an entirely disproportionate work load 


in processing applications for markups in. 


excess of those permitted new sellers 
without previous experience. Delays in 
handling these cases in the field probably 
contributed more to the general antip- 
athy toward OPS than would have arisen 
under more stringent but less complex 
methods of pricing new sellers. 
Unfortunately, the very success of CPR 
7 in its early form led to its extension to 
other areas to which it was not suited. As 
indicated earlier, the pricing chart tech- 
nique is designed to yield a skeletonized 
pattern of the markup practice of each 
covered firm, reasonably simple to pre- 
pare, use, and enforce. It will do so, how- 
ever, only in these commodity sectors in 
which retail practice has itself reduced 
the bewildering array of goods handled 
to conventional and widely accepted cate- 
gory distinctions, within which each seller 
further reduces the area of variation by 
the adoption of a reasonably stable pat- 
tern of cost-price lines. If each entry on 
the list date chart represents an item 
rather than a cost-price relationship ap- 
plicable to many items, the chart be- 
comes impossibly complex in prepara- 
tion; and if the categories in the regu- 
lation do not correspond to generally 
recognized clusters of goods bearing very 
similar markups in a single retail unit, 
use of the chart produces prices which in 
many instances bear no relationship to 
the firm’s normal markup policy. As 
might be expected, amendments to CPR 
4 which extended it to such categories as 
notions, kitchenware, garden imple- 
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ments, toys, costume jewelry, radio re- 
placement parts, and fishing tackle, 
aroused a storm of protest from retail or- 
ganizations. 

Partly as a result of this extension, 
CPR 7 also suffered increasingly from 
“over-amendment” as the departure 
from the original concepts of the reg- 
ulation multiplied the number of special 
cases, many of them meritorious, which 
simply could not be handled under the 
original provisions. Before its final de- 
mise CPR 7 had probably passed the 
point beyond which the typical retail 
sellers involved could or would keep up 
with current requirements of the regu- 
lation. 

It is freely granted that these com- 
ments reflect in part the advantages of 
hindsight. They are not intended as criti- 
cisms of specific policy makers within 
the agency and in various industry ad- 
visory committees, many of whom were 
fully aware of the compromises involved 
in stretching the CPR 7 technique to the 
limit. If OPS had been fortunate enough 
to inherit an orderly price structure at 
the time for the general freeze and if it 
had not been forced to operate subse- 
quently in the difficult twilight of an in- 
flation that was not quite inflationary 
enough for stern measures but too dan- 
gerous to ignore, margin and freeze regu- 
lations could have been combined more 
effectively than they were. On the basis 
of an extended series of trade meetings 
in which CPR 7 was explained and criti- 
cism invited, the writer would offer the 
opinion that a majority of the sellers 
originally covered contemplated the 
workload with distaste but regarded the 
regulation as essentially workable; i.e., 
that it would not result in serious disrup- 
tion of marketing channels or of mana- 
gerial routines internal to the firm. They 
approved quite generally of the principle 
of freezing each seller to a market posi- 


tion, as expressed in price and non-price 
merchandising policies, of its own choos- 
ing. 


Margin Regulation: The Grocery Field 


The second major venture of OPS in 
specialized controls over marketing agen- 
cies involved the dry grocery field, in 
which CPR’s 14, 15, and 16 provided flat 
percentage markups by categories at 
wholesale and retail for items compris- 
ing approximately sixty per cent of the 
food sales of retail grocery stores. 

These regulations provide an interest- 
ing contrast to CPR 7 in conception and 
treatment, since underlying market struc- 
tures and hence the variables in individ- 
ual firm policy are quite different in the 
retail fields involved. The degree of non- 
price competition and the number of vari- 
ables in firm policy are notably smaller 
in food retailing than in merchandis- 
ing fields in which style and esthetic con- 
siderations dominate consumer choice. 
The greater emphasis on price and a 
limited number of key services—delivery, 
credit, variety of offerings, and location 
—tends, therefore, to reduce the disper- 
sion of food prices at retail within given 
market areas, while the mechanical bur- 
den of pricing large numbers of items on 
a continuing basis has led to some rigid- 
ity of markups by category on the basis 
of general conventions. This tendency is 
strengthened by the competitive uni- 
formity of supplier prices and the com- 
mon use of suggested retail prices issued 
periodically by wholesale suppliers. The 
resulting markup patterns, while far 
from uniform for all classes of retail 
sellers in different regions, showed suffi- 
cient similarity to warrant serious con- 
sideration of the possibility of establish- 
ing specific mark-ups by product cate- 
gory, stratified to reflect spreads resulting 
from differences in retail services associ- 
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ated with differences in volume and or- 
ganizational form. 

Admittedly the establishment of spe- 
cific mark-ups would cut across individ- 
ual firm policies and would yield margins 
more liberal in some regions and tighter 
in others than those prevailing under 
free market conditions. But the devel- 
opment of data sufficiently accurate to 
justify more detailed breakdowns of re- 
gional and functional classes presented 
imposing difficulties; and the volatility 
of prices, product assortments, and 
brands in the grocery trade made it es- 
sential to substitute a relatively simple 
and enforceable markup technique for 
the freeze order at the earliest possible 
moment if compliance and orderly allo- 
cation were to be maintained. From the 
standpoint of the retailer, the cost in 
terms of necessary revisions of customary 
markups in some categories would be 
offset in most instances by the very sub- 
stantial simplification of his administra- 
tive burden as compared to that imposed 
by any alternative type of control. 

It was on the basis of this reasoning 
that OPS (like OPA) established specific 
markups by category for four basic 
groups of retail stores.1? At wholesale, 
markups for identical categories were 
specified for retailer-owned cooperative, 


*® Under CPR’s 15 and 16, Group 1 stores included 
independents with an annual volume of $75,000 or 
less in all food departments in 1950. Independents 
with volume between $75,000 and $375,000 fell in 
Group 2. Group 3 included chain outlets with less 
than $375,000, and Group 4, all sellers with food 
sales in excess of $375,000. Specialty food retailers 
falling in Group 4 on a volume basis could be re- 
classified to Group 1 upon written application in- 
dicating a gross margin of twenty-three per cent or 
more in the immediate pre-Korean period. The 
regulation also provided an adjustment provision to 
cover isolated and highly seasonal operations upon a 
finding of financial hardship and threat of local 
shortage. Very few increases were granted under the 
latter provision and the number of applications 
was never large enough to burden the processing 
offices unduly. 


cash and carry, and full service whole- 
salers, with special provisions for sellers 
of one organizational form who per- 
formed functions of another. 

The OPA markups were based on 
fairly current data gathered in 1941 in an 
extensive survey by the Bureau of Labor 
Statistics, and, with relatively minor ad- 


justments, were held throughout the pe-. 


riod 1943-1946. Once producer and proc- 
essor prices were stabilized the margins 
were translated into area-wide dollar- 
and-cents ceilings in most medium and 
large cities. Together the markup regu- 
lations and associated community pricing 
orders were regarded as one of the most 
successful of OPA’s programs. 

OPS, however, faced a much more dif- 
ficult task in two respects. First, the se- 
vere limitations on control of farm prices 
in the Defense Production Act made it 
necessary to allow frequent recalculation 
of wholesale and retail prices to insure 
reflection of parity prices to producers of 
listed agricultural products. Hence many 
food prices at processor, wholesale, and 
retail levels were “floating’’ above free 
market prices of basic raw materials. And 
secondly, the urgency of the squeeze situ- 
ation prevailing in February, 1951, al- 
lowed no time for a new margin survey. 
Markups were therefore based on OPA 
data despite the knowledge that they 
might prove to be unrepresentative of 
1950 experience.* Markups specified in 
CPR 16 for independents were essen- 
tially the same as those used by OPA, 
while chain markups were raised ap- 
proximately one per cent to reflect higher 
operating costs in the post-war period. 

Preliminary analysis of a subsequent 
margin survey, completed in 1953, indi- 
cated that the mean of the CPR 15 mark- 


* Particularly since the period after World War II 
was marked by continuing changes in technique 
within the independent group to meet the competi- 
tion of the corporate chain and supermarket. 
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ups was actually very close to that of the 
markups prevailing in the period imme- 
diately preceding Korea. On the other 
hand, markups specified for wholesalers 
in CPR 14 and for independent retailers 
in Groups 1 and 2 in CPR 16 were some- 
what in excess of those prevailing in the 
pre-Korea period. In the years since 1941 
markups of independent retail stores and 
their wholesale suppliers had been re- 
duced substantially in many areas. The 
separate charges for delivery and assem- 
bly allowed under CPR 16, formerly in- 
cluded in the gross markup but in recent 
years separately stated, added even more 
leeway. Thus, for all practical purposes, 
the independent and some of his suppli- 
ers were limited under price control only 
to the extent that competition from the 
more rigidly regulated Group 4 stores re- 
mained effective; and, unlike the latter, 
he could adjust individual markups, 
within and among categories, with con- 
siderable latitude. Apart from the admin- 
istrative burden of recalculation, there- 
foré, the independents found little fault 
with markup controls throughout the 
OPS period. 

The chains, on the other hand, en- 
countered increasingly severe difficulties. 
So long as prices continued to press 
against ceilings generally or to increase 
in accordance with the parity pass- 
through provisions of the Act, the mark- 
ups allowed would have yielded returns 
approximating those of the period imme- 
diately preceding the Korean outbreak. 
However, with the emergence of some 


soft spots in wholesale food prices after’ 


the peak in 1951, a number of difficulties 
began to emerge. With some items in 
short supply at ceiling prices and others 
subject to weakness at all levels, the use 
of fixed category markups would obvi- 
ously yield net earnings lower than those 
contemplated. Moreover, the regulation 


required that ceiling prices on existing in- 
ventories as well as new purchases be re- 
calculated weekly with each change in 
cost, which imposed some inventory 
losses and iimited the ability of the 
chains and cther volume buyers to real- 
ize wider margins on favorable spot pur- 
chases, normally a buffer against inven- 
tory losses during periods of selective 
price weakness. 

Though no data are available on inde- 
pendent retailer earnings during the 
price control. period, the absence of vig- 
orous complaints may be accepted as par- 
tial corroboration of the position that the 
markups in CPR 16 had little, if any, 
effect on net profits. However, pressure 
from the larger chains became so acute 
that an extensive survey of the earnings 
of these firms was undertaken in 1952; 
and, despite certain shortcomings in sur- 
vey technique dictated by the need for 
speed, the results were sufficiently clear- 
cut to raise serious doubts as to the ade- 
quacy of a rigid markup regulation with 
mandatory recalculation provisions dur- 
ing periods of mixed price movements. 
Firms with one hundred fifty or more 
outlets and those with fifty to one hun- 
dred-forty-nine showed 1951 earnings 
only seventy-two per cent and seventy 
per cent, respectively, of base period 
earnings.’® Smaller chains, on the other 
hand, showed significantly better experi- 
ence; 1951 earnings were one hundred 
one per cent of base period levels for 
firms with fifteen to forty-nine stores and 
one hundred sixteen per cent for those 
operating four to fourteen stores.1® A 
subsequent follow-up by OPS account- 


* Roughly, the average dollar profits of the three 
best years in the period 1946-1949, adjusted for 
changes in net worth. 

* The more favorable showing of the smaller 
chains reflects the fact that they typically perform 
fewer pre-retail services than the national organi- 
zations but were allowed identical markups over in- 
voice cost. 
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ants to reduce possible bias from non- 
response produced even less favorable 
figures for the larger chains. Yet, as in- 
dicated earlier, a very detailed survey of 
margins completed shortly thereafter by 
BLS and OPS indicated that markups set 
forth in CPR 15 were very closely similar 
to those actually used by Group 4 stores 
in the period immediately preceding the 
Korean episode. 

In its final move before Congressional 
action decontrolling processed fruits and 
vegetables virtually destroyed retail food 
controls, OPS undertook to rectify the 


ging despite general firmness at ceiling 
levels in others. The original “ceiling 
on ceiling” calculations would remain ef- 
fective if upward movements were re- 
sumed and the very existence of the earn- 
ings problem was evidence of a degree of 
competition in grocery retailing (at least 
on the selling side) sufficient to force re- 
tail prices downward in the event of con- 
tinued weakness at the processor level. 

Indeed, it would otherwise be difficult 
to account for that weakness. Should 
price softness become general, with no 
indication of subsequent reversal in the 


the situation by upward adjustment of mark- immediate future, suspension or decon- 
ny, | ups on items in relatively tight supply trol would, of course, be indicated. 

Ire sufficient to restore Group 4 sellers to In fairness to OPS personnel, however, 
ute eighty-five per cent of base period earn- it should be emphasized that this course 
ngs ings. This necessitated upward revisions of action, however logical, would have 


2; | of markups in CPR 16, despite the fact 
that they were causing no hardship to 


raised an immediate cry of discrimina- 


am tion; and in a period of general clamor- 
for independent stores, in order to avoid the ing for decontrol, might have led to more 
‘ar- patent absurdity of higher markups for serious operating problems than the ac- 
de- chain sellers. The objective of the action _ tion taken. It should also be noted that the 
ith | was, of course, unassailable. Under its absence of adequate current data on 
ur- own standards OPS assumed an obliga- which to base grocery markups and the 
its. tion to provide relief to industries whose long delay in developing this informa- 
ore earnings fell below the level indicated tion by survey is not necessarily indica- 
un- above if the hardship were traceable to tive of faulty conception or administra- 
ngs | price control; and the sharply divergent tion by OPS. The necessary data are not 
nty earnings experience of the large Group available in published form from public 
iod i 4 sellers and other food retailers consti- or private sources, and OPS itself strug- 
her tuted significant evidence of trouble in  gled constantly to reduce the distressing 
eri- | the control technique. However, the spe- lag between initiation and authorization 
red cific remedy did not strike at the root of of survey actions entailed by the Federal 
for the difficulty, and involved not only the Reports Act. The extent and bases of the 
ind danger of a departure from verified difficult earnings position of the chains 
ose 


might have been assessed earlier and a 
more appropriate level of markup for in- 


markup patterns, but the distinct possi- 
A bility of excessive earnings should mar- 


int- F kets subsequently tighten. dependent grocers established had the 
—_ [ It would have been safer and more agency been free to obtain representative 
for | logical to adopt the other alternative operating data on its own initiative. 
: which had been considered by the agency, A conspicuous and encouraging aspect 
“a under which recalculation requirements of OPS experience in both groceries and 
ani- would be suspended for any category in dry goods was the absence of serious mal- 
in- 


allocation, geographically or by class of 


which supplier prices were obviously sag- 
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seller, even in those commodity areas 
in which supplies were noticeably short 
at ceiling prices. The emphasis on brand 
names in both fields makes extensive cov- 
erage of marketing channels and market 
areas a significant element of individual 
firm policy. The resulting “built-in” ra- 
tioning system, deriving from an explicit 
vested interest in the widest possible dis- 
tribution of given supplies, obviates the 
necessity of administrative allocation in 
any situation short of total war in fields 
where it would be immensely burden- 
some and difficult to enforce.17 Whatever 
its welfare aspects in peacetime, the drive 
to “stabilize” competition has its com- 
pensations under mobilization. 


General Conclusions 


The following general conclusions may 
be drawn from this analysis: 


1. Retail pricing, if carried on in a 
Euclidean world on purely marginal 
principles, would be impossible to ap- 
proximate in an administrative regula- 
tion; but it would also represent an 
impossible burden on management un- 
der free market conditions. The very 
complexity of the bundle of services com- 
prising retail production forces sellers, in 
the interest of internal control, to adopt 
simplifying rules of thumb, many of 
which become general to larger groups 
of closely competitive sellers. Though 
the actual level of markups may be indi- 
vidual to the firm the techniques govern- 
ing their development and use are not. 
If, then, an administrative regulation can 
be devised which simply formalizes the 
control techniques selected by the firm 
itself, it appears quite feasible to main- 
tain and enforce margin control over pro- 


* As Galbraith has emphasized, this was true to a 
surprising degree even during World War II. J. K. 
Galbraith “Reflections on Price Control,” Quarterly 
Journal of Economics L.X:4 (August, 1946) pp. 475- 
489. 


longed periods without serious disruption 
of normal business routine, malallocation 
of current output, or loss of incentive. 
If these be accepted as the basic tests of 
workability it is submitted that CPR’s 7, 
14, 15, and 16 were soundly conceived 
and, with noted exceptions, reasonably 
well adapted to the structures of the in- 
dustry segments with which they dealt. 

2. Though reliance on margin controls 
on marketers appears, on arithmetic 
grounds alone, dangerously prone to pyr- 
amiding of necessary price adjustments 
at prior levels, it is quite possible to force 
absorption of increases in acquisition 
costs and thus to achieve some savings in 
real terms, in so far as essentially duplica- 
tive competitive services may be reduced. 
Unfortunately it is also apparent that 
markup regulations yield reasonably pre- 
dictable effects on net earnings only if 
underlying supplier prices are stable or 
rising. Though available data do not per- 
mit segregation of the specific influence 
of OPS regulations on retail earnings it 
appears quite possible on a priori grounds 
that margin controls “floating’’ above 
prices left uncontrolled by Congressional 
edict or subject to temporary selective 
weakness may result in impairment of 
earnings despite general inflationary pres- 
sures sufficient to warrant the continu- 
ance of a control program. Under these 
circumstances provisions for orderly sus- 
pension under prescribed standards or 
modification of downward recalculation 
requirements are clearly requisite if mar- 
gins are originally tight enough to be ef- 
fective. 

g. Many of the deficiencies in the con- 
trol program at retail under OPS were 
not occasioned by improper analysis of 
the requirements of the task, but by the 
necessity of hurried action inadequately 
buttressed by current analyses of market- 
ing structures and quantitative margin 
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data. In a period of prolonged interna- 
tional tension it would seem highly de- 
sirable to develsp and maintain on a 
current basis the type of information re- 
quired to institute effective tailored regu- 
lations very shortly after an emergency 
develops and to modify the restrictions 
on needed surveys which made the task of 
OPS analysts unnecessarily difficult. 

4. The unfortunate repercussions of 
the attempt to extend the CPR 7 pricing 
chart technique and the failure of subse- 
quent efforts to devise a suitable “small 
retailer regulation” suggest the desirabil- 
ity of limiting tight control techniques 
to those sellers and commodity areas 
where they are both enforceable and ten- 
able in terms of existing business prac- 
tice. The results achieved in trying 
to extend the area of rigid margin con- 
trol in the general merchandise field 
were not commensurate with the resist- 
ance aroused, the administrative burdens 
placed on both field and national office 


staffs, and the unfortunate tendency to 
chip away essential features of a basically 
sound regulation in order to care for a 
multitude of particular problem cases for 
which it was not adapted. 

It is natural that in retrospect the 
memories of those closely associated with 
OPS be clouded with problems unre- 
solved and errors of judgment and tim- 
ing which might have been avoided. 
Those who opposed the whole program 
have even firmer views about such in- 
stances. But to generalize them into a 
blanket indictment of price control as 
unworkable, even within its appropriate 
sphere in a balanced anti-inflation policy, 
does violence to the facts. In the fields ex- 
amined in this paper it seems possible to 
devise a control program solidly based in 
concept and technique, and in a world 
fraught with a continuing fear of armed 
conflict it would appear wiser to review 
and improve those techniques than to de- 
stroy public confidence in their efficacy. 
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BIAS ARISING IN WORDING CONSUMER 
QUESTIONNAIRES 


LESLIE E. DRAYTON! 
Economics Division, Canada Department of Agriculture 


T has long been known that survey data 
I obtained by consumer interviews on 
purchases or consumption of specific 
foods are often biased.? On the other 
hand, it is often impracticable to obtain 
desired consumption data by sales audits. 
For example, a sales audit can cast little 
light on the consumption of specific goods 
in families of different economic level in 
the same city. Consequently, the inter- 
view technique is frequently used to com- 
pare the consumption of various group- 
ings of people within a community. If in- 
terview studies can be so designed that 
their biases are small, their data on con- 
sumption may be quite useful. 

In November 1951, the Economics Di- 
vision of the Canada Department of Agri- 
culture studied cheese consumption in 
Ottawa by both questionnaire and whole- 
sale audit techniques. The apparent bi- 
ases resulting from the questionnaire 
used were startling with respect to both 
quantity of cheese used and its frequency 
of use. The wholesale audit, after liberal 
upward adjustment for possible omis- 
sions, revealed that sales of cheese could 
not have exceeded 2.5 ounces per person 
per week while the consumer question- 
naire indicated purchases of 3.4 ounces 
per person per week in the same area dur- 
ing the same month. Likewise, the con- 
sumer questionnaire indicated the very 

*Miss C. I. Johnston and Dr. R. Choquette as- 
sisted in the development of this study. The author 
also wishes to thank L. G. Gray of Canadian Facts 
Limited for his critical review of this paper. 

? As early as 1930, F. F. Liniger and H. Metzger 
drew attention to this bias in a bulletin entitled 


“The Consumption of Dairy Products by 1,370 
Families in Philadelphia, 1930”. 
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unlikely frequency of use of chees« of 
over once a day. Accordingly, in Novem- 
ber 1952, a small study was conducted to 
obtain leads for improvement of the de- 
sign of questionnaires used in future 
studies. 

Design of Study._The questionnaire 
used in the 1951 survey, henceforth 
termed questionnaire A, was used as a 
control in the 1952 study. Since the 1951 
questionnaire had resulted in strong up- 
ward biases, success in obtaining values 
nearer to the wholesale audit results for 
purchases and that appeared more rea- 
sonable for frequency of use became cri- 
teria of improvement. Questionnaire B, 
containing alternative approaches to the 
questions of consumption and frequency 
of use, was developed. After 80 interviews 
on both questionnaires A and B, it was 
apparent that questionnaire B did not 
improve the consumption data and ques- 
tionnaire C was set up. Then 82 inter- 
views were taken with each of the three 
questionnaires. 

An unstratified cluster sample design 
was used. In the first 40 clusters covered, 
interviews with questionnaires A and B 
were taken at alternate households 
visited. Four questionnaires, two A and 
two B, were completed in each cluster. In 
each of the remaining 41 clusters six ques- 
tionnaires were completed in the se- 
quence ABCABC. No call backs were 
made, successive households being called 
upon until the required number of inter- 
views for a cluster were completed. While 
this might result in some bias, such bias 
should affect all three questionnaires in 
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TABLE 1 


COMPARISON OF QUESTIONNAIRES UsED IN OTTAWA CHEESE Survey, 1952 


Questionnaire A 


Questionnaire B 


Questionnaire C 


Cheddar Cheese 
—frequency of buying 
—quantity usually bought 
—criticisms of cheese available 
—colour used and preferred 
—strengths used 
—ways used 

Processed Cheese 
—frequency of purchase 
—ways used 

Other types of cheese 
—frequency of purchase 

Frequency of use 

Liking for cheese and type pre- 
ferred 

Where cheese bought 

Seasonal variation in use 

Keeping qualities of cheese 

Types of cheese on hand 

Purchases 

Opinion of cheese 

Family data 


Have you bought any cheese 
within the past seven days, that 
is, since last (name present — 
(If yes, details of purchases by 
type of cheese were recorded.) 


ARRANGEMENT 


Types of cheese used 
Cheddar Cheese 
—colour used 
—strengths used 
—where bought 
—criticisms of cheese available 
Liking for cheese and type pre- 
ferred 
Opinion of cheese 
Diary of use of cheese 
Purchases 
Inventory of cheese, beginning 
and end of week 
Seasonal variations in use 
Family data 


QUESTIONS ON PURCHASE 


When did you last buy cheese? 
When did you buy cheese before 
that? (Details of all purchases of 
cheese by type in last seven days 
were recorded.) 


Liking for beef, pork, eggs, 

Where meats, eggs, cheese, and 
fish bought 

Purchases 

Inventory of cheese, beginning 
and end of week 

Diary of use of cheese 

Seasonal variations in use 

Additional ways of using cheese 

Cheese as a substitute for meat, 
eggs and fish 

Criticisms of way cheese is sold 

Family data 


Using questions of the same form 
as in questionnaire A, details of 
purchases during the past seven 
days of meat, then cheese, 
and finally fish were recorded. 


QUESTIONS ON FREQUENCY OF USE 


Apart from any cooked dishes or 
salads you might serve, about 
how often do you put an actual 
piece or pieces of cheese on the 
table at mealtime? What type of 
cheese do you use for this mostly? 
(Followed by similar questions 
on between meal snacks, salads, 
plain sandwiches, toasted sand- 
wiches and cooked dishes.) 


On what day did you last serve 
cheese in any way? At what meal? 
How was it used? What type was 
used? How many ate it? (Then 
the interviewer asked about pre- 
ceding uses until a seven day 
diary was completed.) 


Same as questionnaire B. 


the same manner in that the same types 
of households would be missed with each. 

Design of Questionnaires.—Both ar- 
rangement and wording of the three ques- 
tionnaires were varied (Table 1). In 
questionnaires A and B the questions on 
purchases were near the end of the inter- 
view and followed detailed discussion of 
types of cheese used, sources of supply, 
difficulties in buying cheese, liking for 
cheese and preferences as to type. In con- 
trast, purchase data were obtained early 


in the interview with questionnaire C 
and equal emphasis on meats, eggs, cheese 
and fish was maintained until the pur- 
chase data were completed. 

The wording of questions asked on 
purchases of cheese was the same in ques- 
tionnaires A and C. However, in ques- 
tionnaire B an effort was made to focus 
attention on the time of purchase. This 
was done in an attempt to overcome any 
tendency to give data on purchases of 
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eight or nine days ago as having occurred 
within the past seven days. 

With questionnaire A, frequency of 
use of cheese was discussed at an early 
stage of the interview. With question- 
naire B this part of the interview im- 
mediately preceded the discussion of pur- 
chases and with questionnaire C closely 
followed such discussion. Questions used 
were general in questionnaire A but spe- 
cific as to the occasion of use in the other 
two questionnaires. 

Reported Purchases.—The wholesale 
audit of the previous year provided a sat- 
isfactory benchmark for evaluating the 
validity of reported purchases obtained 
by various approaches. In the previous 
November, sales of cheese as measured by 
the wholesale audit had been between 2 
and 2.5 ounces per person. Answers to 
questionnaire A indicated sales of 3.4 
ounces per person in November 1951 and 
of 3.5 ounces per person in the 1952 sur- 
vey period. Assuming that the nature and 
extent of bias was the same in both sur- 
veys, the level of cheese consumption had 
not increased since 1951. For the nation 
as a whole per capita cheese consumption 
had increased slightly. Thus, it is very un- 
likely that per capita cheese consumption 
in Ottawa exceeded 2.5 ounces per per- 
son per week during the survey period. 

Recorded purchases exceeded this 
level by all methods of approach (Table 
2). The mean of reported purchases for 
questionnaire C was not quite two stand- 
ard errors in excess of 2.5 ounces per 
week. The other means given in Table 2 
all diverge more than two standard errors 
from 2.5 ounces per week. 

On the other hand, none of the differ- 
ences shown in Table 2 is statistically 
significant at the 5 per cent level. The dif- 
ference between the mean for question- 
naire C and the mean for the last 82 rec- 
ords of questionnaire B which were taken 
simultaneously is very close to two stand- 


ard errors of the difference between their 
means. The difference between the A and 
B means is of somewhat more doubtful 
significance, but still is sufficient to yield 
over go per cent probability that these 
means differ. The most likely differences 
in true means are the differences actually 
found, with the probability of the true 
difference being greater equal to that of 
it being smaller. 


TABLE 2 


PURCHASES OF CHEESE IN SEVEN Days AS REPORTED 
By Housewives, OrrAWA CHEESE SuRVEY, 1952 


Purchases 
Questionnaire Households of Cheese 
number ounces per person 

A 162 3.5 
B 162 4.2 
A (last half of survey) 82 3.9 
B (last half of survey) 82 4.5 
c* 82 3.3 


* Questionnaire C was used only during the last 
half of the survey. 


Causes of the upward bias which ap- 
peared to affect all approaches to pur- 
chase data, although to a varying extent, 
can be readily suggested. Firstly, both the 
1951 and 1952 surveys occurred during 
and immediately after a campaign on the 
part of the cheese industry to sell more 
cheese. The effect of this campaign was 
probably a factor in November sales of 
cheese being greater than sales of cheese 
in other months as had been indicated by 
the wholesale audit. It may also have in- 
creased the impulse to claim to use large 
quantities. Thus, some respondents may 
have deliberately overstated their pur- 
chases to make a good appearance or im- 
press the interviewer. This would nat- 
urally occur to a greater extent with ques- 
tionnaires A and B than with C but it is 
possible that even the latter question- 
naire did not fully escape such a bias. 

Secondly, there appears to be a natural 
tendency to telescope time when reportt- 
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ing purchase data. Questionnaire B cast 
some light on this phenomenon. Pur- 
chases reported for the previous week on 
this questionnaire were distributed as fol- 
lows: 23 per cent, 1-2 shopping days; 35 
per cent, 3-4 shopping days; and 42 per 
cent, 5-6 shopping days prior to the in- 
terview. Had purchases been estimated 
on the basis of those occurring within two 
shopping days of the interview, the indi- 
cated rate would have been 2.9 ounces per 
person per week. In view of the concen- 
tration of shopping on Fridays and Satur- 
days this figure needed some adjustment. 
The sample was too small to make this 
adjustment with precision, but the data 
obtained indicated that after adjustment 
for day of the week that interviews oc- 
curred, reported purchases of the fifth 
and sixth shopping days prior to the inter- 
view still exceeded those of the first and 
second days prior by 58 per cent. Shorten- 
ing the period for which purchases are re- 
ported can overcome the tendency to tele- 
scope time in giving these data. However, 
shortening this period to less than a week 
gives rise to difficulties of the relation of 
the date of interview to peaks in shop- 
ping. Incidentally, with populations who 
receive their income regularly on a semi- 
monthly or monthly basis the week may 
not be a long enough period to smooth 
out the variability in purchases related to 
shopping practices. 

Thirdly, the manner in which cheddar 
cheese is sold in self-service stores un- 
doubtedly increased the bias problem. It 
is generally packaged in varied sized pack- 
ages ranging from 8 to 17 ounces. There 
is a tendency for housewives to report as 
one pound any of the weights within 
several ounces of that amount. Checking 
by the interviewer is difficult since the 
actual amount paid is seldom remem- 
bered. As these packages average about 
18 ounces in weight an upward bias 
arises. It may appear even with branded 


cheese sold in uniform sized packages. 
Mrs. X was positive that she had bought 
three one pound packages of branded 
cheddar until she showed the interviewer 
one of the packages to identify its 
strength. This cheese was sold in a stand- 
ard 12 ounce package.’ 

Reported Frequency of Use.—With 


questionnaire A, answers given for fre- . 


quency of use were classified into one of 
several categories. These categories were 
valued, and the values for each use added 
together.* 

With questionnaires B and C such con- 
version was not necessary. Rather, the 
sum of persons eating cheese on each oc- 
casion was divided by the number of per- 
sons in families interviewed to obtain the 
frequency of serving. However, the data 
on questionnaires B and C were more dif- 
ficult to obtain. Families who used a lot of 
cheese had difficulties recalling specific 
uses. Omission of their reports from the 
data would have introduced a downward 
bias, so their total uses during the week 
were estimated on the basis of the in- 
formation given and these data included 
for the purpose of Table 3. 

There are certain limits of the com- 
parability of the frequencies of use as 
obtained in the three questionnaires. 
Questionnaire A gave an average fre- 
quency of serving per family even though 
all members of the family may not eat 
cheese each time it is served. If a family 


* As most goods are sold in standard sized pack- 
ages the problem of confusion as to size of unit pur- 
chased is less difficult with many other goods than 
with cheese. 

* Frequency of use categories and values assigned 
were as follows: 


Value given 
Frequency of use stated times per week 
About every day 5.00 
2 or 3 times weekly 2.50 
About once a week 1.00 
About 2 or 3 weeks 0.33 
Monthly or less often 0.17 
Never 
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stated that they had cheese in pieces every 
meal—as some did—the frequency re- 
corded was five, not 21, which would be 
the normal number of meals in a week. 
Theoretically, the maximum possible fre- 
quency was 30, or almost every day for 
each manner of serving, listed in the 
questionnaire.® It is obvious, however, 
that hardly any family is going to eat 
cheese in each of six ways nearly every 
day. The diet would be too monotonous. 
On questionnaires B and C the theoreti- 
cal maximum frequency would probably 
be 42, or six times every day. The high- 
est frequency reported was 28. One man 
insisted that he ate cheese in pieces four 
times every day. 

Questionnaire A actually indicated 
double the apparent frequency of use of 
cheese than did questionnaire B (Table 
g). Examination of the data readily ex- 


TABLE 3 
REPORTED FREQUENCY OF SERVING CHEESE AS RELATED 
To Type oF Recorp, OTTAWA CHEESE SuRvEY, 1952 


Estimated Servings 
per Person 
Questionnaire RecordsUsed Per Week 
number 

A (full survey) 162 74 
B (full survey) 150 3.6 
B (last half of survey) 72 4.0 
c* 76 2.6 


* Questionnaire C was used during the last half of 
the survey. 


plained the discrepancy. There appeared 
to be three principal reasons for it: 


1. Among families who serve cheese very . 


frequently either in pieces at meal- 
time or for snacks, often there is one 
person who eats it very often, while 


5 The various manners of serving cheese listed in 
questionnaire A were: 1. pieces at mealtime; 2. 
pieces for between meal snacks; 3. in salads; 4. in 
plain untoasted sandwiches; 5. in toasted sand- 
wiches; 6. in cooked dishes. 


other family members eat it only oc- 
casionally. 

2. In many families one or two persons 
carry lunches which sometimes in- 
clude cheese sandwiches. If the rest 
of the family have cheese in the corre- 
sponding meal, they probably eat it in 
a different form. 

3. When asked the general questions of 
questionnaire A the housewife tends 
to think of a period of maximum fre- 
quency of use for each use rather than 
uses in a fixed period of time. 


It is more difficult to explain the dis- 
parity between questionnaires B and C 
which is statistically significant at the .o5 
probability level. Probably it came pri- 
marily from reduction or elimination of 
the bias arising out of the desire to im- 
press the interviewer. As up to this point 
questionnaire C had given almost equal 
emphasis to meat, eggs, cheese, and fish, 
reporting frequent uses of cheese might 
not occur to many interviewees as a means 
of making an impression. Thus, question- 
naire C probably gave the best measure of 
the frequency with which the average in- 
dividual eats cheese. The result is cer- 
tainly more consistent with a consump- 
tion rate of the order of 2 to 4 ounces per 
person per week than that obtained in the 
A records. 

Conclusions.—The following findings 
with respect to questionnaire design in 
consumer surveys have been indicated by 
this study: 


1. It is very difficult to escape an upward 
bias in purchase data obtained by con- 
sumer interview. Such bias can be 
reduced by asking for purchase data 
on a variety of commodities before 
the respondent knows which is of 
prime importance in the study. Fur- 
ther, data taken for purchases of one, 
two or three days prior to the inter- 
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view will give more satisfactory results 
for frequently purchased foods than a 
week, provided that the study design 
gives proper weight to the various 
days of the week when this is done. 


2. Questions of the type “About how 
often do you use ?” may yield 
highly erroneous results. Actual use 
within a specific period of time should 
be solicited. 
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NOWLEDGE of products and processes, 
K new discoveries, new and better 
ways of performing old tasks have been 
a primary stimulant to the development 
of our economic system. The vehicle by 
which a large part of this information 
has been disseminated is the business 
press.1 It has been the task of the business 
press to gather, interpret and to dissemi- 
nate the information so vital to the 
proper organization and management of 
our industrial and distributive system. It 
is with the development of this phase of 
journalism and marketing to 1850 that 
this paper is primarily concerned.* 

The exchange of business information 
reaches back to the days of Babylonia and 
Assyria, some 4000 years ago. Sayce® tells 
of business letters having been written 
at that time. The organization of business 


The business press as used here refers to all 
periodicals designed to aid their readers in the per- 
formance of their work,—scientific and professional 
journals as well as those concerned with trade and 
industry. 

* This paper reports the first phase (to 1850) of a 
study of businesspaper development in the United 
States conducted over the past three years. In pre- 
paring the background and part of the general 
structure it has been necessary, and quite desirable 
for completeness, to draw upon both the published 
and unpublished works of others. Every effort has 
been made to give due credit to those sources ex- 
cept for those bits of information that are “common 
knowledge”. The new information provided here 
has been obtained from mail questionnaires circu- 
lated among editors and publishers, from letters 
and back issues of business publications which so 
many contributors generously volunteered, and, 
from personal interviews with editors and publish- 
ers. 
* Archibald Henry Sayce—Babylonians and Assyri- 
ans (Scribner & Sons, N. Y.—1g00) Ch. 1. 
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newsletters reached a high state of de- 
velopment during the “reign” of the 
Fuggers* which started in the fifteenth 
century. Sir Thomas Gresham not only 
established his position in history as a 
financier, but became one of the greatest 
newsgatherers of his time.® Another mile- 
post toward businesspaper development 
was Lloyds’ News (later, Lloyds’ Cur- 
rent). 

Just when and where business press 
history really began is a moot question. 
Mr. Jesse Neal, some years ago wryly sug- 
gested that “The publication of the 
Wealth of Nations by Adam Smith in 
1776 was the real beginning of business 
press history [because] this publication 
was the first notable recognition that 
there was anything in business worthy of 
public discussion” .* The origins of busi- 
ness publishing in the United States is 
somewhat less cloudy, although not en- 
tirely definitive. 


II 


The need for a business press in the 
United States grew out of the complexity 
and magnitude of American economic 
and cultural development. Its growth has 
gone hand in hand with that develop- 
ment. In Chart I the number of publica- 
tions (still operating in 1945) have been 


‘John Lane—Fugger—Ed. Victor Von Klarwill 
(The Bodley Head, Ltd., London, 1924) 2 vols. 

° Julien Elfenbein—Business Journalism (Harper 
& Bros.—1945, New York) P. 56. 

* Jesse H. Neal—“A Review of Business Paper His- 
tory”—(N. W. Ayer & Son Annual and Directory— 
1922)—P. 1245. At the time he wrote, Mr. Neal was 
executive secretary of the Associated Business Papers 
Inc., N. Y. 
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plotted by year of establishment, with a 
curve representing the growth of the na- 
tional product for the years between 1863 
and 1937. The co-variation is striking. 

The first businesspaper to be published 
in the United States-The New York 
Prices Current—was founded in 1795," 
just fifty four years after the establish- 
ment of the first magazine in America, 
—1741.8 

As its title suggests The Prices Current 
was a “trade” paper. The Current in time 
became The New York Commercial, and 
in 1827 was incorporated with the New 
York Journal of Commerce which is still 


™Neal—Ayer Directory, op. cit. P. 1245. 

*The American Magazine, or Monthly View of 
the Political State of the British Colonies, published 
Feb. 13, 1741, by John Webbe and Andrew Bradford. 


publishing.® Dr. May Belle Flynn’ 
quotes Frederic Hudson" as contending 
that “The Boston Prices Current and 
Marine Intelligencer, Commercial and 
Mercantile was begun September 5, 1795, 
and was the first regular and legitimate 
commercial paper in this country.” How- 
ever, in 1800 the Boston paper became a 
regular newspaper, the Boston Gazette, 
and thereby, at least, did not continue as 
a businesspaper as did the New York 
publication. The economic interest in 
trade and shipping during the early days 
of the new nation is reflected further by 


* Other “Currents” were: New Orleans Prices Cur- 
rent—1822, and, Cincinnati Prices Current—1835,. 

"The Development of Business Papers in the 
United States, a doctoral dissertation, New York 
University, 1944. 

™ Journalism in the United States P. 335. 
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the establishment in 1815 of General 
Shipping and Commercial List. 

The gradual shift from the general 
trade and commerce publications to the 
more specialized segments, particularly 
to merchandising, gave rise to such maga- 
zines as Hunt’s Merchants’ Magazine And 
Commercial Review, begun in 1839, and 
the Dry Goods Reporter And Commer- 
cial Glance. 

The Glance was founded in 1846 by 
William Burroughs, Jr., and Robert 
Boyd, and was to become the current De- 
partment Store Economist. At first this 
was a commercial, financial, transporta- 
tion and insurance paper, but became 
more concerned with retailing during the 
1870's. Meanwhile its title was United 
States Economist and Dry Goods Re- 
porter (1852), and later (1889) Dry 
Goods Economist. The present title was 
adopted in 1938. 


III 


Among the industries to develop early 
in the nation’s history was meat packing. 
Its activities reach back to 1790. The first 
publication to treat the meat packing 
business was The Butchers’ and Packers’ 
Gazette (now known as Food Retailing 
Magazine), founded in St. Louis in 
1809.12 The earliest known owner was 
John Scofield, who is believed to have 
taken possession about 1877. 

Like other early periodicals of its 
type the Gazette began as a quotation 
medium and became a magazine after 
an initial period as a newspaper. A 
similar quotation medium served flour 
milling, a business established as early as 
1632, called the Prices Current-Grain Re- 
porter. It was founded in 1844. 

The rolling mill was introduced in 
1817. Pittsburgh boasted of seven mills 

™“According to information supplied by the St. 


Louis post office”. From a letter by W. R. Cass, one 
time publisher, August 26, 1952. 


as early as 1826. But it was 1838 before 
the Pittsburgh American Manufacturer 
appeared. The real growth of the indus- 
try, and the founding of the major publi- 
cations to serve it, did not come until 
after the mid-century. 

In 1830 iron ore was discovered in 
Michigan, and in the Marquette region 
in 1841. The Keweenaw Copper deposiis 
were being exploited in the latter 1840's. 
This development was accompanied by 
the founding of The Mining Journal, in 
Marquette, in 1845. 

Meanwhile the question of railroads 
versus canals was being debated. Belief in 
the ultimate success of the steam loco- 
motive led D. Kimball Minor to start The 
Railroad Journal, in 1832, in New York. 
This took some vision and courage for at 
the time there were less than 200 miles of 
rails in the country, and of the twelve 
railroad projects in operation, all were 
using horses. Nevertheless, Kimball cited 
examples of the need for better overland 
transportation by comparing the inverse 
price relationship of pork and salt exist- 
ing in Albany and New York (150 miles 
apart by ice-clogged streams) because the 
commodities could not be readily ex- 
changed.” 

The fortunes of the publication rose 
and fell, with Minor in and out of con- 
trol, until 1849 when the book was sold 
to the John H. Schultz Company, New 
York. The new editor was Henry V. Poor, 
a scholar. During his editorship, Poor 
wrote the three volumes, A History of the 
Railroads and Canals of the United States 


of America,—published in 1860. Poor left 


the paper in 1862 to publish his own 
Poor’s Manual. 

Between its founding and its sale to the 
Schultz Company, the Journal was suc- 


* Railway Mechanical Engineer (successor to the 
Journal) October, 1932 issue, from which material 
for this section has been obtained, courtesy of Miss 
Edith Stone, Librarian, Simmons-Boardman Pub- 
lishing Co., Inc., N. Y. 
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cessively known as American Railroad 
Journal & General Advertiser for Rail- 
roads, Canals, Machinery, Steam Boats 
& Mines (with evidently widened edi- 
torial scope), 1844; and, American Rail- 
road Journal and Iron Manufacturers’ 
and Mining Gazette, 1846. 


IV 


As the term is used here, “service” 
publications are those ordinarily in- 
cluded under the title “class and profes- 
sional’. ‘Service’ is used because it is 
primarily service that is rendered and 
sold by those engaged in the fields served 
by these publications, e.g. hotels, phy- 
sicians, teachers, architects, clergymen, 
scientists, et al. 

One, if not the earliest, of the general 
scientific magazines was The American 
Journal of Science, founded in 1818. 
There was a notable increase in both the 
biological and natural sciences during the 
early years of the republic. Wright" in- 
cludes it “among the outstanding de- 
velopments of the nineteenth century 


Considerable attention was given to ap- 
plying scientific knowledge to mechanics 
and inventions. This effort characterized 
the editorial content of an early publi- 
cation, the Journal of the Franklin Insti- 
tute, founded in Philadelphia, in 1825. 
A partial list of the important inventions 
patented during the first half of the nine- 
teenth century are indicative of this at- 
tention: electromagnate, 1828; mowing 
machine, 1831; magnetic telegraph, 1832; 
reaper, 1833; revolver, 1835; harvester, 
1836; phosphorous match, 1836; vul- 
canized rubber, 1839; turret lathe, 1845; 
rotary printing press, 1846; hydraulic 
turbine, 1849. 

A notable journal which has since be- 

“Chester Whitney Wright—Economic History of 


the United States (McGraw-Hill Book Co., Inc., 
N. Y. 1949) P. 234. 


come a “popular” scientific magazine 
founded during this period was the 
Scientific American, started by Rufus 
Porter in 1845. Its full title was Sctentific 
American—The Advocate of Industry 
and Journal of Mechanical and Other Im- 
provements. An inventor by avocation, 
Porter is said to have invented a fire 


alarm, signal telegraph, fog whistle and | 


washing machine, among other items.’® 
A shoemaker’s apprentice and house- 
painter by trade, Porter edited the New 
York Mechanic in 1840—a versatile fel- 
low. A year after its founding Scientific 
American was sold to two patent lawyers: 
Alfred Ely Bloch, son of Moses Y. Bloch, 
editor and publisher of the New York 
Sun; and Orson de Saix Munn. Munn’s 
grandson, Orson D. Munn is the present 
publisher. 

Other early scientific magazines were 
medical, dental and pharmaceutical jour- 
nals. In 1812 there appeared the New 
England Journal of Medicine in Boston. 
In 1828 it became the Boston Medical 


Surgical Journal.1¢ 


M. Carey & Sons brought out the Phila- 
delphia Journal of the Medical and Phys- 
ical Sciences in 1820. This was the firm 
founded by Mathew Carey, fiery political 
pamphleteer, Catholic book publisher, 
and father of the first United States econ- 
omist of note: Henry Charles Carey, 
1793-1879. Seven years later the publica- 
tion “went national” under a new title: 
American Journal of the Medical Sci- 
ences. Dr. Nathaniel Chapman, the first 
editor, was succeeded by Dr. Isaac Hays 
who guided the Journal for the next 52 
years, assisted by his son I. Minis Hays, 
after 1869. 


* Elfenbein, op. cit. P. 66. 

* The 1812 date is that fixed by Lea & Febiger, 
publishers of American Journal. Frank Luther Mott 
(American Magazines 1865-1880—the Midland Press, 
Iowa City, 1928, P. 32) has set the date as 1828 when 
the Boston title was adopted. 
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Meanwhile, in 1843, in New York, The 
Medical Record appeared, followed in 
1844 by the Illinois Medical and Surgical 
Journal. 

The American Journal of Pharmacy 
was begun in 1825. It is still publishing. 
But it was not until 1839 that the first 
dental publication, the American Jour- 
nal of Dental Sciences, was founded. It 
was followed in Cincinnati in 1847 by the 
Dental Register. The major develop- 
ments in medical journalism occurred 
after 1850. 

The current religious publication, 
The Churchman, is one of the oldest such 
journals in the United States, being 
founded in 1804 under the auspices of 
the Episcopal Diocese of Connecticut. It 
was known as the Churchman’s Monthly 
Magazine until 1831. Beginning in 1833 
a series of absorptions began during 
which The Churchman acquired The 
Episcopal Watchman (1833), American 
Churchman (1871), the Church Journal 
(1878), and to 1908 five other reiigious 
publications. 

The Catholic Laity’s Directory to the 
Church Service, founded in 1817, was the 
forerunner of the present Official Catho- 
lic Directory. The Directory is now being 
published by the fourth generation of 
Kenedy’s—(P. J. Kenedy & Sons, N. Y.) 
whose Catholic Book Chronicle, a private 
publication, is a fascinating story of busi- 
ness and publishing development. 

With the passing of the second bank of 
the United States there developed a prob- 
lem of currency market values. It was to 
meet the need for regular quotations on 
bank note values that the first banking 
journal in the United States was founded. 
In 1836 John Thompson, a dealer in State 
Bank notes, began circulating daily bul- 
letins on the rates of exchange. These 
bulletins soon were being issued as a 
weekly under the title Thompson’s Bank 
Note Reporter. In 1865, after the passage 


of the National Banking Act, editorial 
emphasis shifted to more general news 
about banks and bankers, and in 1887 it 
acquired its present name—the American 
Banker." 

Ten years after Thompson started his 
bulletins a bank employee, I. Smith 
Homans, in Baltimore, started The 
Bankers Magazine. Homans, a student of 
banking and of statistics, was the son of 
Benjamin Homans one time Secretary of 
State for Massachusetts and Chief Clerk 
in the Navy Department in Washington. 
(Homans Sr., is credited with having 
helped Dolley Madison save valuable 
documents including Peale’s portrait of 
Washington from destruction by the 
British in their attack upon the White 
House.) Young Homans’ venture suc- 
ceeded, and the paper is now published 
under the title: The Banking Law Jour- 
nal combined with The Bankers Maga- 
zine, in Cambridge, Massachusetts. The 
present publisher is Keith F. Warren, 
who made available the facts recorded 
here. 

Educational journals had a relatively 
late start in this country. Schools were 
quickly set up by the colonists, e.g. 
Massachusetts had compulsory education 
within twenty-five years of the founding 
of the colony; Harvard was started even 
sooner, 1636. But intellectual intercourse 
among the colonies developed slowly, due 
largely to little trade, the high cost of 
paper, and the lack of professional or 
scientific information to exchange.’* And 


-$0 it was 1836 before an enduring periodi- 


cal concerned with educational subjects 


I should like to acknowledge here the generous 
assistance given by the officers of American Banker, 
Inc., in obtaining the story of Thompson and his 
publications. 

* The first scientific studies of education were not 
undertaken until the 19th century was drawing to a 
close. Horace Mann’s contributions are linked with 
mid-century. 
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appeared. This was the Connecticut 
Common School Journal. It lasted until 
1866; something of a record since earlier 
papers lasted but five or ten years. The 
Massachusetts Teacher came in 1848, and 
continued until 1874. The publishing 
problem during this pre-1850 era was to 
produce a journal with specialized ap- 
proach to attract readers without state 
aid. The market was demanding, but too 
small. 


By 1850, the end of the period con- 
sidered in this brief report, a long step 
had been taken toward providing busi- 
ness and professional workers with cur- 
rent information about their fields. At 
the beginning the magazine had been 
virtually unknown. At the end there had 


appeared even a special type devoted to 
the continuing education of particular 
business and professional groups. The 
need for a business press had been recog- 
nized, and in large measure this need 
had been met. 

But, however real was the start another 
fifteen years of growth, tension and war 


were to go by before the adolescent spurt 


of business publishing would begin— 
1865. 

Much still remains to be discovered 
about the pre-1850 publications, as well 
as about the ill-fated ventures that fol- 
lowed. Labors toward completeness of 
the story have yielded more than this 
summary might suggest. Nevertheless the 
fabric has many holes. Some pieces are 
held together by the most slender threads. 
Yet, the fabric is worth restoring. 
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FUNDAMENTAL DIFFERENCES BETWEEN 
INDUSTRIAL AND CONSUMER MARKETING 


Industrial Marketing Committee Review Board* 


[Eprror’s Note: This report is published pursuant to 
the policy of the American Marketing Association 
of printing Committee reports as submitted without 
editorial revision, after approval by the Board of 
Directors of the American Marketing Association.] 


INTRODUCTION 


7 subject of this monograph con- 
cerns modern marketing with its 
many ramifications, apparent cross cur- 


© This monograph has been prepared by the Re- 
view Board on Fundamental Differences Between 
Industrial and Consumer Marketing as part of the 
Industrial Marketing Committee’s plan for the de- 
velopment of three industrial marketing subjects. 
This plan was presented to the Policy Staff Group of 
the Industrial Marketing Committee by Francis 
Juraschek following his appointment as chairman 
of the Industrial Marketing Committee. The pur- 
pose of the Review Board has been drawn from sev- 
eral communications to the chairman and might be 
stated as follows: 


“To produce a monograph that will be authori- 
tative, that will clear away some very hazy ideas 
about the subject held by many people in all 
ranks of business and even in the teaching pro- 
fession; a monograph which, in the final analysis, 
will be accepted by and be useful to both the 
practitioners of marketing and teachers of market- 
ing, wherever they may be.” 


Members of the Review Board have drawn upon 
their own varied experience in marketing as well as 
on the source material submitted by local chapter 
task committees and published materials as listed in 
the bibliography. Members of the Board express 
their appreciation to all contributors of material 
incorporated in this monograph. 


Review Board 

Edward C. Cassel, Dept. of Business & Public Ad- 
ministration, Temple University, Philadelphia, Pa. 

John A. Grove, Apparatus Sales Division, General 
Electric Company, Schenectady, N. Y. 

Frank W. Hankins, F. W. Hankins Company, 
Philadelphia, Pa. 

Harry Leopold, Jr., John A. Roebling’s Sons Com- 
pany, Trenton, N. J. 

N. Dana Lovell, The Davison Chemical Company, 
Baltimore, Md. 
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rents, and obvious parallelisms. It is 
manifestly impossible to lay down “hard 
and fast” rules which encompass all of 
the fringe differences between industrial 
and consumer marketing. So many excep- 
tions exist in most areas that these dif- 
ferences, as well as similarities, can only 
be stated in general terms. 

There is, however, a definite need for 
“bench marks” to which the reader may 
return from time to time like a surveyor 
te check the accuracy of his work or to 
serve as a “point of departure” into other 
parts of the geography surrounding the 
bench marks. 

For us, these fixed points will be defi- 
nitions basic to the subject. 


Marketing 


Marketing includes those business ac- 
tivities involved in the flow of goods and 
services from production to consump- 
tion." 

Goods and services are of two types; 
consumer and industrial. 


Consumer Goods 


Goods destined for use by the indi- 
vidual ultimate consumer and in such 
form that they can be used by him with- 
out further commercial processing . . .1 
. . . This is a portion of the definition 
prepared by the Committee on Defini- 
tions and the balance of the statement 

1Prepared by the Committee on Definitions of 
the National Association of Marketing Teachers: 
Professors R. S. Alexander of Columbia University, 
G. R. Collins and John W. Wingate of New York 
University, Robert F. Elder of Mass. Institute of 


Technology, and Charles E. Bellatty of Boston Uni- 
versity. 
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does not include consumer services such 
as hairdressing, window-washing, furnace- 
cleaning, laundry, etc., yet these are an 
integral part of the broad consumer mar- 
keting field. 


Industrial Goods 


Goods which are used in producing 
consumers’ goods, other business or in- 
dustrial goods, and services and/or in 
facilitating the operation of an enter- 
prise, may include land and buildings for 
business purposes, equipment (installa- 
tion and accessory), operating supplies, 
raw materials, fabricated materials.” 
Thomas A. Staudt of Indiana University 
boils this down to “Industrial goods are 
commonly defined as those goods used in 
the production of other goods and serv- 
ices.” (This definition seems to omit in- 
dustrial services which are playing an in- 
creasingly important part in the opera- 
tion of a number of industries such as 
acid-treatment for oil wells and prospect- 
ing services, aerial surveys, and the like.) 

Even with these definitions there must 
be an awareness that in many instances a 
specific commodity may either be an in- 
dustrial good or a consumer good, de- 
pending upon the use to which it is put. 
Two examples will suffice to illustrate 
the points: 


(1) A manufacturing company may 
buy the same kind of powdered 
soap for use in soap dispensers in 
lavoratories which the housewife 
buys in an identical package for use 
in her washing machine; 

(2) The typewriter used for making 
out production orders for machine 
tools, wire rope, office furniture or 
what-have-you, may be identical 
with the one purchased at the local 
office equipment store for occa- 
sional use in the home. 


* Ibid. 


DIFFERENCES OWING TO THE NATURE OF 
THE MARKET OR THE BUYERS 


1. A part of the demand for industrial 
goods is a derived demand from consumer 
goods and services and a part from gov- 
ernment, defense, and war purchases. The 
apparent influence of the derived de- 


mand for various types of industrial goods - 


is diluted rapidly as the chain of pur- 
chases recedes from the consumer prod- 
uct application. 

2. Rational buying motives appear to 
predominate in the industrial field (as 
against emotional motives in the con- 
sumer field) but their influence declines 
with the increase in product similarity. 

3. Industrial buyers usually purchase 
raw materials and component parts on a 
policy formulation basis expressed in 
quantity, price, and specification; capital 
production equipment on a projected 
cost analysis; and supplies from habit and 
availability. Consumer purchasing poli- 
cies and methods are less well-defined. 

4. The number of industrial buyers is 
much smaller than the number of con- 
sumer buyers. (In 1947 there were 240,- 
881 manufacturing plants as contrasted 
with the 1950 census population figure 
totaling 42,520,000 family units.) Some 
specialized industrial markets may com- 
prise less than a dozen potential cus- 
tomers. 

5. Industrial markets are likely to be 
much more concentrated geographically. 
For example, the 1947 Census of Manu- 
facturers shows that the 53 metropolitan 
areas in the U. S. each having over 40,000 
industrial wage earners had 59 per cent 
of the total industrial wage earners but 
only 24 per cent of the total U. S. popula- 
tion. The disparity is much more pro- 
nounced if the top ten industrial metro- 
politan areas are compared—37 per cent 
of the wage earners but only 13 per cent 
of the population. 
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6. Single unit or small volume pur- 
chases are characteristic in consumer mar- 
keting. Industrial buying covers not only 
single unit purchases but also a preva- 
lence of volume purchasing of raw ma- 
terials and component parts and may in- 
clude volume purchasing of supplies. 

7. Multiple-buying responsibility is 
commonplace in the industrial field in 
the purchase of major items of equip- 
ment and in the establishment of formu- 
las for purchases of raw materials and 
component parts. 

8. Successful development of “yard- 
sticks” for industrial market determina- 
tion from a sample depends on the in- 
dividual product-market situation. Con- 
sumer buying can be measured more 
universally through sampling techniques, 
panels and inventory movement studies. 

g. In the industrial market there is a 
higher degree of sensitivity to satisfactory 
product performance than there is in the 
consumer market because of the time lag 
through the longer trade channels usually 
found in the latter. 

10. There is a greater fluctuation in 
the volume of industrial goods as a whole 
from the high to the low of the business 
cycle. 

11. The need for and influence of 
service both before and after the sale is 
greater in industrial marketing. 

12. Leasing and renting of equip- 
ment (with or without the option of 
purchase) is important for many indus- 
trial products because of the possibility 
of the production cost savings being used 
to liquidate the first cost. In consumer 
marketing instalment selling spreads the 
cost and brings immediate physical pos- 
session. 


DIFFERENCES ARISING OUT OF THE 
CHARACTERISTICS OF THE PRODUCTS 


1. Industrial products are usually mar- 
keted by giving the purchaser more fac- 


tual and technical data than are con- 
sumer products, since the former gen- 
erally are bought on a basis which re- 
quires proof of suitability for the particu- 
lar use. 

2. Prices of industrial goods are likely 
to fluctuate within narrower limits than 
consumer goods. “Loss leaders’ and 
“clearance—mark-downs” are devices of 
consumer marketing. 

3. Industrial goods are usually bought 
and sold on a more complete and usually 
more precise description or specification 
basis. (Mail order catalogs for consumer 
goods, although quite descriptive, are 
usually not as detailed as the specifica- 
tions for industrial goods.) An important 
portion of industrial selling activity may 
be in influencing the preparation of spe- 
cifications to favor the vendors’ products. 

4. Bids may or may not be submitted 
in marketing industrial goods. Bids are 
less prevalent in manufacturing indus- 
tries than in government, leasing, con- 
struction procurement, or wherever the 
comparison of offers can be reduced to a 
common dollar denominator. In market- 
ing to manufacturing industries, how- 
ever, quotations or contracts, evaluated 
in terms of projected product perform- 
ance, are more often the basis of purchase. 

Although there is much shopping in 
the consumer field, there is little formal 
bidding or negotiation. 

5. The descriptions, specifications and 
acceptance tests for industrial goods are 
usually more precise than in the case of 
consumer goods. These are physical or 


‘chemical measurements, or both, rather 


than measurements of taste, flavor and 
style. (An example of the difference in 
preciseness might be the measurement of 
color—the industrial user of colors is 
likely to use the spectrophotometer to 
measure the precise shade of blue, 
whereas the consumer wants to “‘see it in 
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daylight” to know if that shade of blue is 
suitable.) 

6. Industrial goods are subject to 
greater standardization as the influence of 
obsolescence in industrial goods is largely 
in utility, while consumer goods suffer 
from the impact of fashion, style, and 
utility. The necessity of design changes 
for increased salability are more pro- 
nounced in the consumer field. 


DIFFERENCES ARISING OUT OF 
ORGANIZATION OR OPERATIONAL SETUP 


1. The channels of distribution for in- 
dustrial goods are likely to be shorter 
than channels for consumer goods. There 
are fewer middlemen in the industrial 
distribution chain and a much larger per- 
centage of industrial goods is sold direct 
to the buyer in industrial marketing than 
the percentage sold direct to the con- 
sumer in consumer marketing. 

2. The media used and the types of 
advertising copy (used in the broad sense) 
prepared to carry the message vary con- 
siderably between the two types of 
products. The industrial marketer usu- 
ally reaches his prospects through the 
trade and business publications and the 
consumer marketer through the so-called 
“mass publications,” radio and television. 

3. Reciprocity, a factor of indetermi- 
nate importance in the industrial field, 
appears to be less prevalent in the con- 
sumer field. 

4. In industrial marketing the seller 
commonly goes to the buyer—the reverse 
is the situation in the consumer field, 
with the exception of door-to-door selling. 

5. Production for inventory is less 
widespread in the industrial field than in 
the consumer field, partially due to the 
shorter “‘pipe lines” of distribution. 


OTHER DIFFERENCES 


1. Speed and dependability of delivery 
are important in the marketing of both 


types of goods. Consumer goods are more 
readily available to the buyer than are 
industrial goods (other than supplies), 
since consumers usually buy direct from 
local or nearby inventories. 

2. Longer periods of salesman train- 
ing are generally required for industrial 
marketing as compared with consumer 


marketing, often due to the technical na- | 


ture of products sold to industrial goods 
manufacturers. 

3. Sales promotion expense (includ- 
ing advertising but excluding direct sell- 
ing) in relation to the selling price is 
likely to be much lower in industrial sell- 
ing than in consumer marketing. 

4. Industrial salesmen’s compensation 
on raw materials and production equip- 
ment is likely to be in the form of salary 
or a combination of salary plus bonus; 
on smaller items and supplies it is more 
likely to be either salary plus a bonus or 
some form of drawing account plus com- 
mission to straight commission. 

5. Major equipment items may be 
purchased only once every 10 or 20 years 
unless expansion or obsolescence is an 
overriding factor. In the case of fabri- 
cated parts, materials, and operating sup- 
plies, buying is often done on a contract 
basis. 

6. The industrial marketer has a 
greater problem in keeping contact with 
customers to avoid possible loss of orders 
and yet not incur needless sales expense. 

7. The number of women who exert 
direct influence upon industrial pur- 
chases is very small compared to the num- 
ber in buying positions throughout the 
trade channels for consumer goods. It is, 
of course, obvious that women exert a 
dominant influence in purchasing for the 
millions of family units in the country. 

8. In the field of industrial marketing 
a large proportion of sales is in raw 
materials, semi-finished products and 
component parts, while in the consumer 
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marketing field the largest proportion of 
sales is in finished products. 

g. In measuring a majority of indus- 
trial markets through marketing re- 
search, it is essential that well-trained 
technical people do the basic interview 
work because of the technical problems 
involved and technical questions which 
may be asked during the interview. In 
the consumer field, however, interview- 
ers with a less technical background may 
often be used, and in the case of much 
consumer marketing research housewives 
or others with no technical training may 
obtain valid answers. 

10. The packaging of industrial prod- 
ucts, often in much larger units than is 
required for consumer goods packaging, 
is both functional and serviceable, lack- 
ing the eye appeal or definite advertising 
or promotional slant. Containers for in- 
dustrial goods are often designed for re- 
turn to the manufacturer and re-use for 
the same purpose, whereas consumer 
goods are often placed in an attractive 
package which later serves the consumer 


‘in an entirely different way. (As an 


example, certain foods are packaged in 
glass or metal suitable for table use as 
glasses or with jar tops usable as coasters 
or ashtrays.) 


SIMILARITIES BETWEEN INDUSTRIAL 
AND CONSUMER MARKETING. 


1. Industrial marketing and consumer 
marketing are both carried on under the 
following common objectives: 


(a) To result in a profitable operation. 

(b) To obtain a growing share of the 
market or at least to maintain the 
present share of the market. 

(c) To achieve efficiency in the expen- 
diture of all monies involved in the 
operation. 

(d) To develop and use advertising 

and promotional efforts which will 


both find new customers and main- 
tain current customers. 

(e) To market at all times the right 
product or products to meet cus- 
tomer needs or desires. 

(f) To be alert to the development of 
new products in the same or re- 
lated fields which will affect the 
marketing operation. 

(g) To maintain the good name of the 
producer. 


2. Where there is no distinguishable 
product difference there are marked sim- 
ilarities in buying motives and buying 
motivations. 


(a) Habit, the universal resistance to 
change in buying patterns, is 
equally important in both indus- 
trial and consumer marketing 
fields. 

(b) The personality of the salesman is 
important in both fields. 


3. The use of contracts is characteris- 
tic in the marketing of both industrial 
and consumer goods. Industrial equip- 
ment, raw materials, component parts 
and even supplies may be purchased on 
this basis, an infrequent occurrence in 
the field of consumer marketing. 

4. Well organized and highly skilled 
purchasing groups are found both among 
the customers of industrial marketers 
and the customers of consumer goods 
marketers. 

5. In measuring the market for either 
industrial goods or consumer goods the 


manufacturer can obtain much _ basic 


data from his internal sales and produc- 
tion records. The marketer of industrial 
products, however, can place more reli- 
ance on his sales and production record 
information due to his much closer rela- 
tionship with his customers than can the 
manufacturer of consumer goods in meas- 
uring his ultimate consumer market, 
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since the trade channels are usually 
longer and in some cases rather devious. 


CONCLUSIONS 


Few rules can be formulated to portray 
the fundamental differences or similar- 
ities between industrial and consumer 
marketing. 

Although both industrial marketing 
and consumer marketing have as a com- 
mon goal the satisfaction of the wants 
and needs of the customer, the two are 
significantly different in many important 
respects. The differences can be attrib- 
uted to a number of reasons, the most 
evident of which seems to be the differ- 
ence in the products themselves. 

Industrial goods move in a series of 
steps from the mine, forest, farm, air or 
ocean in which the raw materials origi- 
nate through everything from a simple to 
a very complex set of manufacturing and 
marketing operations before reaching 
that final step where they are assembled 
into the end product, whether it be an in- 
dustrial good or a consumer good. 

Consumer goods as they leave the 
manufacturer and head into the channels 
of distribution, regardless of how com- 
plex the channels may be, are finished 
goods and usually require no further 
processing. 

Every practitioner of marketing, 
whether it be industrial or consumer, 
should become, if he not already is, 
thoroughly conversant with the ramifi- 
cations of those phases of marketing with 
which he is engaged and constantly be on 
the alert to visualize new relationships, 
new exceptions to his previously accepted 
theories, and new approaches to his 
chosen profession. 

Every teacher of marketing who does 
not already do so should visualize our 
modern marketing machine as being at 
least as complex as an electronic com- 


puter. Each marketing teacher should 
teach the fundamental principles under- 
lying the entire marketing setup, rather 
than the methodology by which the re- 
sults are achieved. Students of marketing 
would thereby obtain not only a head full 
or rules with a magnificent array of ex- 
ceptions but an ability to trace the right 
path or paths through the maze of this 
complicated distribution system which 
will result in his finding the right answer 
to the particular problem at hand. After 
all, teaching is lighting a lamp, not fill- 
ing a bucket. 
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The Forum 


EDWIN H. LEWIS, Editor 


OPERATIONS RESEARCH OR THE 
SCIENTIFIC METHOD 


VERYONE would agree that new and suc- 
cessful applications of analytical tech- 
niques represent valuable and necessary 
contributions to research methodology. But 
it is doubtful whether the fancy verbal 
clothing in which some of these demonstra- 
tions now are dressed actually represent any 
fundamental advance in our knowledge. 

In his recent article, “Application of Op- 
erations Research to Marketing and Re- 
lated Management Problems” (Journal of 
Marketing, April, 1954), John F. Magee, as 
others before him, apparently has failed to 
understand that as a method of analysis op- 
erations research is nothing more than the 
application of the old and very familiar sci- 
entific method. In reality, operations re- 
search has little more distinctive to its credit 
than a different name. This is not to say 
that its supporters, like good researchers in 
many fields, have not recommended and 
carried forward the use of new, more pre- 
cise, analytical techniques. They have, to 
the benefit of all who employ them. But in 
so doing, operations research has been sur- 
rounded by its practitioners with a peculiar 
scientific aura not warranted by the long- 
known and well-tried logical processes upon 
which, basically, it is founded. 

This assertion, that operations research, 
as now known and practiced, is nothing 
more spectacular than a rigorous applica- 
tion of the accepted principles of the sci- 
entific method, is simply and convincingly 
supported by a comparison of a few of Mr. 
Magee’s statements with some selected quo- 
tations from such a widely read work as 


Lyndon O. Brown’s Marketing and Distri- 
bution Research. 
In his article, Mr. Magee writes: 


“Operations research is the study of 
complex business, military or govern- 
ment operations, where operations are 
considered as a whole. . . . The total op- 
eration is studied by the methods of 
thought, experimentation and analysis 
which we have come to associate with the 
combination of method and mental atti- 
tude which we would expect to find the 
trained physicist, chemist or biologist 
using on research within his respective 
field. ... To support this method of 
thought and analysis, a number of ana- 
lytical techniques are available. The 
operations research worker typically is 
willing to use any or every analytical 
technique at his disposal which shows 
promise. . . . The techniques range from 
symbolic logic to simple arithmetic, in- 
cluding the mathematical methods of 
analysis developed in probability theory 
in the field of statistical analysis. . . 


On the other hand, Dr. Brown states: 


. the essence of marketing and 
distribution research is the use of scien- 
tific method in the solution of marketing 
problems. The scientific methods which 
the researcher employs are borrowed 
from many fields of science ... it is 
impossible to give a categorical state- 


* Magee, John F., “Application of Operations Re- 
search to Marketing and Related Management 
Problems,” Journal of Marketing, Vol. XVIII, Num- 
ber 4, April, 1954, pps. 361, 368 and 369. 
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ment or definition of ‘scientific method.’ 
. . . There are many ways of approach- 
ing any problem, some of which are sci- 
entific and some of which are clearly un- 
scientific . . . the solution of a problem 
by laboratory experiments which elimi- 
nate or control all variables influencing 
the results, which employs exact meas- 
urements, and which reduces human error 
and bias to a minimum, is clearly sci- 
entific. . . . Scientific method is most 
clearly expressed in the procedures of 
the physical sciences. . . . Of all the var- 
ious social sciences which have developed 
special techniques, none contributes to 
marketing research so extensively as sta- 
tistics. . . .”2 


Compare the above two sets of quota- 
tions, point by point. Clearly there is no 
significant difference between the basic an- 
alytical procedures advocated by operations 
research and the techniques generally asso- 
ciated with the scientific method.® 

In a sense, Mr. Magee himself tacitly ac- 
knowledges this fundamental similarity 
when he writes: 


“Distinctions between operations re- 
search and other research activities can be 
drawn, but frequently result more in 
argument than understanding, since the 
boundaries of interest are typically in- 
distinct.’ 


The argument and lack of understanding 
to which Mr. Magee refers stem from the 
fact that the only real difference between 
methods of investigation such as operations 
research or the scientific method and the 
many other fields of academic or business 


* Brown, Lyndon O., Marketing and Distribution 
Research, The Ronald Press, New York, 1949, Chap- 
ter 14, pps. 271-3 and 283. 

* Supporters of the individuality of operations re- 
search may claim that the real distinction between 
operations research and the scientific method lies in 
the operations research conception of a problem as a 
self-contained totality. A reconsideration of this 
contention, however, should reveal that this is 
more a matter of the initial definition of the prob- 
lem at hand rather than a fundamental variation in 
the nature of the analytical method employed. 


“ Magee, op. cit., p. 369. 


research lies in the distinction between an 
analytical technique and the area to which 
it is applied. Operations research and the 
scientific method are concerned, fundamen- 
tally, with the use of appropriate analytical 
techniques. The special techniques which 
these methods employ may vary from prob- 
lem to problem. Over the years, their use 
and direction may be subject to change and 
improvement. But as procedures of investi- 
gation, neither operations research nor the 
scientific method ever can stand apart in 
the same epistemological sense as the areas 
of academic or business research to which 
they are applied. 


ELIZABETH A. RICHARDS 


Leo Burnett Co. Inc. 
Chicago 


REJOINDER 


I would like to add a brief word in sup- 
port of some of Mrs. Richards’ comments 
on my article and to amplify one or two 
points where the meaning of some of my 
comments was apparently not made suffi- 
ciently clear. 

Mrs. Richards notes that “operations re- 
search is nothing more than the application 
of the old and very familiar scientific 
method.” I would heartily subscribe to 
this. Indeed, any number of references from 
literature on operations research might be 
cited as support: for example, the brochure 
prepared in 1951 by the National Research 
Council Committee on Operations Re- 
search. The Committee sums up: “Combin- 
ing various definitions, we may say that Op- 
erations Research is the application of the 
scientific method to the study of the opera- 
tions of large complex organizations or ac- 
tivities.” 

There is some confusion, it seems to me, 
in Mrs. Richards’ views as to whether op- 
erations research is the application of the 
scientific method (second paragraph) or a 
method in itself (last paragraph). As noted 


*Committee on Operations Research, Operations 
Research with Special Reference to Non-Military 
Applications, National Research Council, 2101 Con- 
stitution Avenue, Washington, D. C., April 1951. 
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earlier, I would agree entirely with Mrs. 
Richards’ first position, that operations re- 
search is the application of the scientific 
method to investigation of operations of 
complex organizations as entities. 

My reason for refraining from using the 
term, “scientific method,” in my article is 
that the meaning associated with this term 
varies widely among individuals and fields, 
as noted in the pages of Dr. Brown’s book 
which Mrs. Richards cites. A comparison of 
the descriptions of the scientific method 
found both in Dr. Brown’s book and in 
other texts covering fields related to the 
social sciences with, for example, E. Bright 
Wilson’s An Introduction to Scientific Re- 
search,2 written from the viewpoint of a 
physical scientist, illustrates differences in 
viewpoint and emphasis among the several 
research fields. In physical fields particu- 
larly, one finds a relatively heavy emphasis 
on the role of developing explicit, quanti- 
tative theory. These fields also emphasize 
the importance of independent experi- 
mental verification of such theory. It is 
necessary to distinguish between applica- 
tions of the scientific method, as understood 
in the physical sciences, and the use of 
highly-developed, “scientific” tools and sta- 
tistical techniques to obtain and interpret 
data. 

Mrs. Richards takes exception to unspeci- 
fied “fancy verbal clothing.” In defense, I 


*E. Bright Wilson, Jr., An Introduction to Scien- 
tific Research, McGraw-Hill Book Company, Inc., 
1952. 


can only note that the terminology used is 
common in the many scientific fields from 
which operations research workers have 
been drawn and in the growing technical 
literature in operations research itself. 
“Fancy verbal clothing” may be helpful if 
it carries meaning among research workers 
free from the diverse connotations which 


often surround everyday words and which 


can lead to so much fruitless debate. 

Finally, I gather that Mrs. Richards in- 
terprets my disinclination to draw distinc- 
tions between operations research and other 
research activities as tacit acknowledgment 
that no distinction exists. In truth, my 
reason is that such distinctions almost in- 
variably focus on borderline cases where no 
sharp line can be drawn rather than on the 
core of the areas discussed. During recent 
years, I have had occasion to work closely 
with, for example, members of the market- 
ing research profession of some repute. 
There never has been any particular prob- 
lem on either side of recognizing the dif- 
ferences in method and technique or the 
powers and limits of either field. Perhaps 
the best way for an interested reader to 
compare the present scope and method of 
these two fields is to compare the technical 
papers and abstracts in the first two vol- 
umes (1953, 1954) of the Journa/ of the Op- 
erations Research Society of America with 
papers in the JOURNAL OF MARKETING dur- 
ing the same period. 

Joun F. MAGEE 


Arthur D. Little, Inc. 
Cambridge, Massachusetts 
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T has long been recognized that the size 
I of a community partly determines the 
buying attitudes and practices of its inhab- 
itants. The city-size groupings used by the 
Bureau of the Census became widely ac- 
cepted as basic analytical units (and hence 
sainpling units) in marketing research. As 
late as January, 1951, the AMA, ANA, and 
AAAA joint resolution on standard break- 
downs for population data included a 
breakdown of “Community Size” into 
eight minor and three major population 
groupings. 

Actually, long before the 1950 Census of 
Population was conducted and the new 
urbanized area data published, some re- 
searchers had started to refine the “size of 
community” concept. In 1948, Stewart, 
Dougall started a sampling policy that 
called for stratification according to the 
metropolitan district concept as defined in 
the 1940 Census. It was a simple classifica- 
tion whereby we were assured of properly 
representing the true small-town market, 
and the suburban market, each in propor- 
tion to its actual importance. 

This resulted in a marked improvement 
in the validity of “city-size’’ analyses, since 
it was found that there had been a tendency 
on the part of many research organizations 
to oversample “small towns” that were ac- 
tually suburban, because of the lesser field 
travel costs involved in their coverage. 
These suburbs and the true small towns 
had been analyzed as a group. This group- 
ing was not very meaningful, since the 
suburban “small towns” were generally 


found to yield attitudes and practices more , 


similar to the adjacent large urban centers 
than to the essentially rural markets. 

The use of the metropolitan district con- 
cept in sampling was maintained and re- 
fined up to the publication of the urbanized 
area statistics in the 1950 Census. Since that 
time, we have used a breakdown of the fol- 
lowing type: 


THE CASE FOR A BROADER 
“URBANIZED-AREA” CONCEPT 


I. Urbanized Areas 

(up to 6 groupings, according to 
population of total area. Each 
grouping can be subdivided into 
“central cities” and “other parts.”’) 

II. Other urban places (not in urban- 

ized areas) 

(up to 4 groupings) 

III. Rural 


(2 groupings) 


Occasional difficulty was encountered, 
and still occurs, in persuading some clients 
that the urbanized-area concept makes for 
a more meaningful analysis of marketing 
problems. 

A further step in the improvement of 
this type of analytical grouping was taken 
recently when the Intensive Review Com- 
mittee for the Appraisal of Census Pro- 
grams in its February, 1954, report recom- 
mended the extension of the urbanized area 
concept to the peripheries of central cities 
smaller than 50,000. This recommendation 
was particularly interesting in view of the 
fact that we had started experimental work 
on the definition of additional urbanized 
areas early in 1953. The problem first came 
to our attention when Bakersfield, Califor- 
nia was selected, in the course of a sampling 
operation, as a western city in the 25,000- 
50,000 population group. 

In reviewing this sample, it was recalled 
that Bakersfield had had a population of 
almost 30,000 in 1940. When we looked it 
up in the 1950 Census, we were surprised to 
see its population given as 34,784, an in- 
crease of less than 20 per cent. This did not 
match our impression that the Bakersfield 
area had grown considerably in the past 
decade. Looking a little further, we found 
that the following communities are con- 
tiguous with Bakersfield: 


1950 
Population 
East Bakersfield 38,177 
_ South Bakersfield 12,120 
Oildale 16,615, 
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These are not incorporated places, and 
none of them was reported for 1940. In 
order to make sure that their sudden ap- 
pearance was not due to new urban-place 
reporting procedures, we checked the popu- 
lation for townships 3, 6, and 15, Kern 
County, which include this area. The com- 
bined townships had a 1950 population of 
141,890 compared to 81,931 in 1940, an in- 
crease of almost 75, per cent. 

Thus, the growth in the Bakersfield area 
did not take place within the corporate lim- 
its of Bakersfield, but outside. Bakersfield 
and its three contiguous communities had 
a total 1950 population of 101,696. This to- 
tal population was contained in an area of 
less than 35, square miles, so that the popula- 
tion density was of the order of 3,000 per 
square mile, a very respectable figure for 
urban population. 

Bakersfield, therefore, cannot be used to 
represent “cities with a population between 
25,000 and 50,000,” even though that is the 
size class of its crowded corporate center. It 
is an “urbanized area” of more than 100,- 
000 population, in the same class with 
Fresno or Phoenix. The only difference be- 
tween the Bakersfield area and other urban- 
ized areas lies in the population of the cen- 
tral city. 

This criterion—the size of the central city 
—is only of secondary importance in market 
analysis. It is largely determined by what- 
ever political considerations were involved 
in the original definition of the city limits. 
Some cities had tightly drawn boundaries to 
begin with, and, again largely because of 
political considerations, did not annex ad- 
jacent territory as they grew. Other cities, 
such as Houston, did. Some had wide 
boundaries and were able to absorb a great 
deal of growth within their corporate limits. 
From the marketing viewpoint, these politi- 
cal boundaries are not very important. 
What is important is the total population, 
essentially urban in character, grouped 
around the city. This is part of the reason- 
ing that led to the urbanized-area concept 
in the first place. 

For purposes of market analysis, it makes 
sense to extend this concept of urban con- 


centration to smaller agglomerations than 
Bakersfield. Examples of small urban con- 
centration may be found in many places. 
Here are just two such concentrations: Mo- 
desto, California and Benton Harbor, Mich- 
igan. In both cases the “central city” has 
less than 25,000 population. 


1950 
Population 
MODESTO 17,389 
La Loma—Airport 7,886 
North Modesto 
College Gardens 5,046 
Paradise 4,426 
South Modesto 
River Road 4,672 
West Modesto 2,038 
Total 41,437 


As nearly as we can estimate, the above 
cover somewhat less than go square miles, 
with a consequent population density of at 
least 1,400 per square mile. 

Benton Harbor is usually classed as a city 
of less than 25,000. A look at the 1950 Cen- 
sus shows that it also is hemmed in by other 
communities. 


1950 
Population 

BENTON HARBOR 18,769 

Benton Heights 6,160 

Fair Plain 4134 

St. Joseph 10,223 

Total 39,286 


These four adjacent places together occupy 
less than 20 square miles, and thus have a 
combined density of about 2,000 persons 
per square mile. 

There are scores of similar urban con- 
centrations across the United States. When 
the Committee’s recommendation to define 
these as “urbanized areas” is adopted and 
carried out by the Bureau of the Census, as 
we hope it will be, a further improvement 
in market analysis technique will have been 
made available. 


Tuomas T. SEMON 
Stewart, Dougall & Associates Inc. 
New York City 
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ELATIVELY few people are informed with 
R respect to the marketing activities of 
the scrap metal industry.1 This situation has 
arisen through a combination of factors, but 
particularly because scrap dealers do not 
wish to reveal their operating methods. 

Consumers of scrap metal classify scrap 
according to its source. The usual classifica- 
tion is twofold, home scrap and purchased 
scrap. Home scrap is the waste resulting 
from mill operations. These waste materials 
are retained by the mill and used again in 
the production process. Purchased scrap is 
collected by dealers and industrial firms 
and is then sold to mills or foundries. This 
article is devoted to the marketing of pur- 
chased scrap. 


General Public Railroads and 
Industrial Firms 
Peddler | 


1 Small Dealer |} —} 


| Mill Broker | 


{ Industrial Consumers of Scrap | 


MARKETING CHANNELS FOR SCRAP METAL 


Scrap metal, commonly termed “junk,” 
is considered by most people to be a nui- 
sance, and usually they are willing to dis- 
pose of it to a peddler for little or nothing. 
At this stage, a crude sort of trading takes 
place, since the peddler usually works with- 
out scales. He attempts to estimate the value 
of the scrap and prices it in relation to the 
price he hopes to receive for it. As might be 
expected, this frequently results in higgling, 
and requires considerable shrewdness in ad- 


1The writer has chosen to designate all scrap, 
ferrous and non-ferrous as scrap metal. Trade usage 
designates ferrous as scrap iron and non-ferrous as 
scrap metal. 


MARKETING SCRAP METAL 


dition to a knowledge of current scrap 
prices. 

The local peddler is usually the first sepa- 
rator of the different grades of scrap. His 
storage facilities consist primarily of his 
truck or cart. At the completion of each 
load, or at the end of the day, he weighs in 
at the yard of a dealer and receives payment 
for the scrap collected. 

The marketing operations of the small 
scrap dealer are somewhat more complex. 
Like the peddler, he relies on the public for 
most of his scrap, but in addition he is 
likely to be engaged in small reclamation 
jobs. The small. dealer usually attempts to 
collect enough scrap steel and cast iron to 
take advantage of carload shipments. He 
cannot do this for non-ferrous scrap, how- 
ever, since its value is too high to permit 
him to accumulate more than a truckload 
of it at one time. 

The large dealer operates a yard in which 
he sorts and processes unprepared scrap for 
shipment to steel mills, foundries, and other 
users. His primary function, like the smaller 
dealer, is that of assembling scrap for ship- 
ment to industrial consumers. This dealer, 
however, purchases a minor portion of his 
scrap from the public. The bulk of it comes 
from peddlers and small dealers. Also, he 
usually specializes either in scrap steel or 
the non-ferrous lines because of the con- 
siderable capital needed to operate in both 
lines. 

As part of my study of this field, I have 
made a detailed analysis of the operations 
of one large dealer, X. This company, lo- 
cated in the south, specializes in non-ferrous 
metals, although the management realizes 
that the firm must buy other scrap, at times, 


‘in order to compete with buyers who are 


equipped to handle steel scrap. Steel scrap 
buyers often draw in non-ferrous scrap from 
peddlers seeking maximum steel prices. 
Since peddlers usually do not have storage 
facilities, they prefer to sell their entire load, 
the bulk of which is light-gauge steel, to the 
dealer who gives them the best price. There- 
fore, Company X buys scrap steel in order 
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to attract the non-ferrous scrap that is sold 
with it. The company is satisfied to break 
even on the light-gauge steel. 

In the absence of price controls, scrap 
prices are quoted in daily newspapers, and 
some dealers obtain wire reports of price 
changes in principal markets such as New 
York, Philadelphia, Boston, and Pittsburgh. 
These markets set the level for the rest of 
the country. 

The scrap dealer must have the necessary 
experience to sense a forthcoming price 
change, and in the case of a rising market, 
this ability is taxed to the limit. When 
prices for scrap are rising, the dealer soon 
accumulates a large amount of inventory 
and must know when to dispose of it. Con- 
versely, when prices are falling, holding in- 
ventories may seriously threaten profits. 

The scrap dealer does not always quote 

the same price to each supplier. Rather, a 
form of price discrimination is practiced in 
which the dealer will pay each supplier 
only that price which is necessary to attract 
the desired scrap. In a very real sense, it is 
the acumen of the dealer which creates 
scrap. For example, the owner of an obso- 
lete ship which contains a substantial quan- 
tity of potential scrap may be indifferent to 
an offer of $15,000. However, increasing the 
offer to $20,000 may find the owner willing 
to sell. The dealer has thus “produced” 
scrap. 
The dealer also finds it necessary to pay 
a higher price to those customers who sup- 
ply the largest volume. He is willing to 
lower his margin of profit per pound of 
metal in order to be able to base his future 
speculative moves on the expectation of a 
constant supply. 

Some dealers have found that they can 
dispose of a considerable amount of their 
scrap steel locally. Company X, for example, 
has been able to reclaim large amounts of 
structural steel for subsequent sale to buy- 
ers needing this product. It must be priced 
below the going price of used material, but 
even this price is substantially higher than 
could be obtained for it as scrap in the regu- 
lar market. 

The bulk of the large dealer’s scrap is 


handled by a broker, either after being as- 
sembled by the dealer in carload lots, or 
after being purchased from a small dealer 
in carload lots. The broker is not a true 
broker in the accepted marketing usage of 
that term. Instead, he more closely resem- 
bles the drop-shipper. He takes title to the 
scrap he purchases from dealers and issues 


instructions for it to be shipped directly to _ 


the consumer. Only a few of the brokers 
operate scrap yards. Normally, they take 
orders from consumers of scrap at a stipu- 
lated price and cover them by purchases 
from dealers. A telephone conversation with 
the consumer is considered binding. In the 
event that the broker has incorrectly esti- 
mated the price of scrap, he must cover at 
a loss. 

One of the essential functions of the 
broker is that of extending thirty to forty- 
five days credit to the steel mills and other 
purchasers. Since the dealer is paid spot 
cash, it is the broker who bears the financial 
burden of the transaction. 

Scrap is bought by consumers rather than 
sold by dealers or brokers. The demand for 
scrap is a “derived demand.”2 There is 
nothing the scrap industry can do to in- 
crease the demand for its products. A sale 
of scrap is made only when the steel mills 
and other consumers have a need for the 
material. Since the sale of steel mill products 
is also based on derived demand, the scrap 
dealer is several steps removed from the im- 
pact of ultimate consumers’ demand. 

Scrap prices are quoted in gross or long 
tons, and the dealer is paid on the basis 
of his bill-of-lading weight. Sales are made 
F.0.B. the point of destination, with the 
dealer absorbing the freight. Consequently, 
freight rates are important in the determi- 
nation of the ultimate buyer of a dealer’s 
scrap. In many cases, a dealer is not able 
to take advantage of the highest price of- 
fered for his scrap because the freight costs 
would completely absorb his profit. 

Dealers are able to obtain higher prices 


* See Edwin C. Barringer, The Story of Scrap, 1947, 
Washington Institute of Scrap Iron and Steel Inc. 
for a history of the industry and a description of 
the uses of scrap. 
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for non-ferrous metals from smelters when 
the scrap is properly processed. The most 
important of these processes is the blocking 
press which bales material of one type into 
cubes and enables the smelter to get a 
higher yield from the metal. 

At all levels of the industry, the material 
must be sorted according to specifications 
established by scrap consumers. The higher 
the degree of separation, the higher the 
price. In most cases, scrap is sold with a 
“suitable and acceptable” clause in the con- 
tract, and is subject to final inspection at 
the plant of the consumer. If for any reason 
a car of scrap fails to meet the buyer’s speci- 
fications he may reject the shipment, or 
force the seller to take a discount. The al- 
leged purpose of this clause is to protect the 
mills against shipments which do not con- 
form to the buyers’ specifications. The 
clause has also been utilized for another pur- 
pose, to force down a price which the con- 
sumer considers too high. 


It is quite evident that any car of scrap 
could be rejected if the consumer wished to 
be very exacting. In the case of outright re- 
jection, the car may be reconsigned to an- 
other consumer. However, the usual prac- 
tice is for the original consignee to accept 
the shipment after he imposes a penalty. 
The dealer is thus placed in the uncomfort- 
able position of either accepting this uni- 
laterally determined price or making some 
other disposition of the scrap. The latter 
course of action results in the dealer ab- 
sorbing an additional freight charge to- 
gether with the various expenses incident to 
re-selling and re-handling the returned 
scrap. Clearly, unless the penalty fees are 
severely punitive, the dealer prefers te ac- 
cept the consumer’s terms. When scrap is in 
great demand and the supply is limited, 
these rejections seldom occur. This serves to 
expose the true purpose of the clause. 


SHERMAN F. DALLAs 
Indiana University 


MARKETING INTEGRATION IN EARLY OHIO 


URING the first two or three decades 
D after 1800, entrepreneurs in Ohio 
found it difficult to specialize in just one of 
the basic economic activities: manufactur- 
ing, wholesaling, or retailing. For example, 
the integration of manufacturing and re- 
tailing was quite common. Much of the 
manufacturing was of the artisan-shop 
variety. Therefore, small-scale production 
and the proximity of producer and con- 
sumer resulted in direct sales to ultimate 
users. 

The integration of manufacturing and 
retailing also took another form. Individ- 
uals who were primarily engaged in manu- 
facturing sometimes advertised that they 
were selling goods at the stores of certain 
merchants. For example, in 1811, Richard 
Courtney, a manufacturer of nails in Frank- 

2 Columbus, Ohio, the locale of much of this dis- 


cussion, was founded in 1812 and was made the 
permanent capital in 1816. 


linton (a mile west of Columbus), an- 
nounced that his goods could be secured at 
the factory; he further announced that he 
was selling them at the general store of 
Col. James Kilbourne in Worthington (a 
few miles north of Columbus)? 

The integration of wholesaling and re- 
tailing was another general practice. Re- 
tailers were usually assemblers of agricul- 
tural products as well as distributors of 
“store” goods. The common practice of 
“accepting produce in trade” led local mer- 
chants to ship surplus produce to distant 


.markets. The first specialized commission 


and forwarding merchant in Columbus ap- 
peared in 1826.% 


* Western Intelligencer, October 16, 1811, p. 11. 

* Butler and Gill, Commission and forwarding 
house, reported in Columbus Evening Dispatch, 
March 11, 1895, p. 6. D. L. Rathbone, in 1829, com- 
bined an auction and commission business: Ohio 
State Journal and Columbus Gazette, June 4, 1829, 
p- 1. 
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Further evidence that wholesaling and 
retailing activities were frequently com- 
bined is found in contemporary advertise- 
ments. Richard Courtney, the nail manufac- 
turer mentioned abcve, offered a discount 
from the retail price if the purchase ex- 
ceeded 100 pounds. The exact discount 
was not stated, but apparently 100 pounds 
was the dividing line between a retail 
sale and one made at wholesale.* Good- 
ale and Buttles offered linseed oil “at retail 
or by the barrel.” Evidently sales in barrel 
lots were not retail transactions.5 

Another basis for differentiation appeared 
when certain goods were offered at “whole- 


sale and retail.” For example, a general 


store in Franklinton singled out groceries 
and offered them at “wholesale and retail.’ 
In another case a firm in Chillicothe, Ohio, 
offered “a large assortment of fall and win- 
ter goods, hardware, queensware, tinware, 
and groceries.” The announcement called 
attention to certain items which were avali- 
able to merchants in adjacent towns “at a 
small advance” over costs. This special 
treatment has strong wholesale implica- 
tions. A portion of this advertisement reads: 
“The following goods put up expressly to 
supply merchants in the adjacent towns, 
which will be sold at a small advance, viz. 
green and white coffee in hogsheads, Ha- 
vanah and Orleans do., in barrels, . . .”7 
One example of a relatively complex 
company which developed into a highly in- 
tegrated organization is the Worthington 
Manufacturing Company which began busi- 
ness as a woolen manufacturer in 1811 with 
factories in Steubenville and Columbus, 
Ohio.’ “The Articles of Association” for 
this firm were published in 1813.9 The 
Worthington Manufacturing Company was 
authorized, among other things, to: (1) 
“purchase, export and sell any and all kinds 
of the country productions,” (2) “purchase, 


* Western Intelligencer, Sept. 18, 1811, p. 8. 

* Western Intelligencer, Aug. 17, 1817, p. 3- 

*Thomas Woods, Freemen’s Chronicle, July 13, 
1813, p. 3. 

"Barr and Keep, Western Intelligencer, Oct. go, 
1811, p. 1. 

*O. C. Hooper, History of Columbus, p. 23. 

* Western Intelligencer, Jan. 3, 1813, p. 3. 


hod (sic) or barter, sell and convey as 
circumstances . . . shall justify .. . any 
property or estate, real, personal or 
‘mixed’,” and (3) conduct “a complete va- 
riety store... to divide into as many 
branches as . . . think expedient.” 
Pursuant to the above provisions, the 
first store in Columbus was opened by this 
firm in 1812. Other stores were added, and 


in 1813 they had stores in Worthington and 


Franklinton as well as Columbus. In 1818, 
stores of this firm could be found in Worth- 
ington, Columbus, Delaware, Sunberry, 
Norton, and Sandusky. The company prob- 
ably had other stores. For example, a retail 
establishment, or some sales at retail, was 
doubtless part of the operations of the 
factory in Steubenville although no record 
of it is found. 

The banking operations of this firm also 
suggest that the organization may have had 
retail outlets in other localities. The issu- 
ance of paper money does not appear as one 
of the specific purposes in the articles of 
association, but this was a period of “un- 
authorized note issue,” and this company 
issued notes which they redeemed in specie 
or in notes on chartered banks then “pass- 
ing current” in Ohio. In 1818 they notified 
the public that the notes were redeemable 
in Chillicothe, Cincinnati, Urbana, Zanes- 
ville, and Warren. Since it was a common 
practice to redeem notes at the issuer’s place 
of business (but not exclusively), it is alto- 
gether possible that they had stores in one 
or more of these localities. 

The stores were “variety stores” or gen- 
eral stores. With such an extensive retail or- 
ganization, and in view of the fact that 
conditions prevailing in Ohio at that time 
made the general store the typical retail 
establishment, it is not surprising that the 
Worthington Manufacturing Company sold 
other lines of merchandise in addition to 
goods which they fabricated. They an- 
nounced that they were selling European, 
Indian, and American goods. Spices, tea, 
and other grocery items were sold. In dry- 
goods or apparel they stocked: boots, fine 
and coarse mens’ shoes, hats and caps, 
woolens, and superfine broadcloth. Their 
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inventory also included such items as: iron, 
nails, saddles, bridles, window glass, cabinet 
work, teacups, and queensware. 

In 1818, the company stated that it had 
“a number of mercantile houses” in New 
York and Baltimore. These may have been 
a forerunner of the modern, resident buy- 
ing office. Goods were also received from 
Kentucky, Tennessee, Pittsburgh, New Or- 
leans, Philadelphia, Portsmouth, Ohio and 
other places. The newspapers of the day 
show that the company solicited business 
for their wagon-freight line which extended 
from Kentucky to Sandusky Bay via Frank- 
linton, Columbus, Worthington, Delaware, 
and Norton. Since some of the stores were 
located in those places, they doubtless 
hauled some of their own merchandise as 
well. 

The company’s advertising carried sales 
appeals that were in common use at the 
time. Country produce was accepted in 
trade. Sources of supply were stated in the 
advertisements, and they claimed an assort- 
ment of goods “more extensive than can be 
found elsewhere.” Prices were alleged to be 
the lowest in the state, and the most ad- 
vantageous prices for country produce ever 
offered in Ohio were promised. In one ad- 
vertisement this somewhat facetious an- 
nouncement was made: “Almost every kind 
of country produce will be received in pay- 
ment and even cash itself rather than lose 
a good trade and disoblige a friend and cus- 
tomer.” 

The Worthington Manufacturing Com- 
pany made a distinction between wholesal- 
ing and retailing in their merchandising 
policies. Wholesale prices prevailed at their 


warehouse in Worthington while sales were 
at retail in their several stores. Special dis- 
counts were given for cash, viz. 5 per cent 
for sales between $10 and $20, and 10 per 
cent for sales in excess of $20. 

It is to be regretted that more is not 
known concerning the fate of this highly 
integrated business, especially during the 
years before it ceased operations in 1820. 
Retrenchment was in evidence in 1818. 
“Store #8” (Delaware) and “Store #5,” (Co- 
lumbus) were sold, and a 34 interest in 
“Store #7” (Sandusky) and “Store #9” 
(Worthington) was offered for sale. What 
became of the other stores could not be as- 
certained. 

Mr. Kilbourne, company organizer and 
president, is quoted as having made the fol- 
lowing statement concerning the factories 
of the Worthington Manufacturing Com- 
pany. “Peace came in 1815—no protection to 
woolens until 1824-25. I sustained the whole 
concern, as did Mr. Wells at Steubenville, 
amid enormous losses by those who sold us 
and otherwise, until 1820, when all help 
from government failing, Steubenville and 
Worthington factories were crushed, and 
your friend at fifty years of age, with a fam- 
ily of eight daughters and four sons, half 
of them small and unprovided for, was 
stripped of the last cent he had accumu- 
lated, with tremendous sacrifices by the 
vigorous coercion of creditors.” This is the 
last trace of this organization. 


E. J. SHEPPARD 
Purdue University 


* C. B. Galbraith, Ohio Archaeological and His- 
torical Quarterly, Vol. 31, pp. 22-30. Date of writ- 
ings not given by Galbraith. 
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DIFFERENCES IN RESPONSIVENESS IN 
TELEPHONE VERSUS PERSONAL INTERVIEWS 


oo little is known in regard to the dif- 
ferent results obtained from . . . tele- 
phone . . . and interview canvasses. . . .” 
writes Dr. W. Edwards Deming. Many 
marketing research specialists are opposed 
to even partial use of the telephone in at- 
titude and opinion surveys, but can cite no 
evidence to support their prejudice.” 
This paper presents some evidence re- 
garding the difference in responsiveness to 
one free response question, in personal in- 
terviews compared with telephone inter- 
views. This evidence is part of the findings 
of.a survey undertaken by a marketing re- 
search class. 
The question: “Have you any suggestions 
for changes in the service, the food or bev- 
erages, or anything else in the Loyola cafe- 
teria?” was asked of 216 students at Loyola 
University of the South, whose names were 
picked at random from the student register. 
Each of eleven students secured interviews 
both personally (a total of 65) and by tele- 
phone (a total of 44). The average number 
of suggestions offered per respondent was 
more than twice as great in the personal as 
in the telephone interviews. The respective 
arithmetic mean ratios were 2.80 and 1.39. 
Variance-analysis indicates that this differ- 
ence is attributable to the method of can- 
vass and not to the individual interviewers.® 


In preparing this paper, the author was aided by 
one of his senior students, Roger E. Manfre. 

*See “On Errors in Surveys,” American Sociologi- 
cal Review, IX, 4 (August, 1944), p. 362. He men- 
tions differences in results, without discussion, in 
“Some Criteria for Judging the Quality of Surveys,” 
The Journal of Marketing, XII, 2 (October, 1947), 
152. 

* Careful search in the Industrial Arts Index for 
the past twelve years discloses no articles offering in- 
formation on the subject. Barren also are the well- 
known text books by Blankenship, Bradford, Brown, 
Heidingsfield and Blankenship, Luck and Wales, 
Parten, and Wheeler (ed.). 

*The estimated sampling variances between in- 
terviewers and between methods of canvass yield F 
ratios, respectively, of 1.66 and 13.50. The corre- 
sponding critical F ratios are, respectively, 2.97 (at 


In his Review article, Dr. Deming sug- 
gests that the problem is not whether dif- 
ferences due to method of canvass exists, 
but “. . . how great are the differences and 


why do they exist, and what effect will they . 


have on the uses . . . of the data?” 

One plausible explanation of the differ- 
ence observed in this study is that the inter- 
viewers might have been better acquainted 
with the respondents personally interviewed 
than with those interviewed by telephone, 
or vice versa. Investigation revealed, how- 
ever, that the acquaintance factor was al- 
most identical in both groups. Conse- 
quently, it does not provide an explanation 
for the difference in responsiveness as be- 
tween the two interviewing methods. 

More intensive training of the student 
interviewers in the use of the telephone 
for interviewing purposes, or employment 
of “professional” interviewers, might, of 
course, have reduced the observed differ- 
ence in responsiveness. It seems logical, 
however, to conclude that the observed dif- 
ference is primarily a function of the 
method of canvass, for the reason that peo- 
ple seem to express their attitudes or opin- 
ions more fully, when they are approached 
in person, than when interviewed over the 
telephone. 

Regardless of the real reason for the dif- 
ference observed in this study, it would be 
useful to conduct further studies in order to 
determine whether substantially greater re- 
sponsiveness to questions of the free re- 
sponse type is typical of the personal inter- 
view method. A body of reliable evidence 
regarding differences in responsiveness in 
personal and telephone canvasses certainly 
would be helpful in making the correct 
choice whenever both methods might be 
under consideration. 

RALPH H. Oakes 
Loyola University of the South 
New Orleans 


the .o5 confidence level) and 10.04 (at the .o1 con- 
fidence level). 
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N 1952 and again in 1953 surveys were 
made to determine the number and na- 
ture of marketing theses. It was felt that a 
great deal of valuable information was be- 


THESES IN MARKETING, 1951-1953 


ing unearthed each year by the many ear- 
nest doctoral and masters’ candidates and 
that marketing executives could make prac- 
tical use of many of these studies. 


TABLE I 
NUMBER OF GRADUATE MARKETING THESES IN COLLEGES AND UNIVERSITIES, 1951-1953 


School Master 


1951 


1952 1953 


Ph.D. Master Ph.D. Master Ph.D. 


Alabama Polytechnic Institute 
Alabama, University of 
Arizona, University of 

Boston University 

Brigham Young University 
Bryant College 

Buffalo, University of 
California, University of 
Chicago, University of 
College of the City of New York 
Columbia University 

Drake University 

Duquesne University 

Florida State University 
Franklin & Marshall College 
Harvard University 

Illinois University 

Indiana University 

Iowa, State University of 
Kansas State Teachers College 
Kansas, University of 
Louisiana State | 
Miami University (Oxford) 
Michigan State College 
Minnesota, University of 
Mississippi State College 
Mississippi University 
Missouri University 
Nebraska, University of 

New York University 

North Carolina, University of 
North Texas State College 
Northwestern University 
Ohio State University 
Oklahoma, University of 
Oregon, University of 
Pennsylvania, University of 
Pittsburgh, University of 
Simmons College 

Southern California, University of 
Temple University 

Tulane University 

Utah, University of 

Virginia, University of 
Washington, State College of 
Washington, University of 
Washington University, St. Louis 
West Virginia University 
Western Reserve University 
William and Mary, College of 
Wisconsin, University of 


Totals 
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TABLE II 
TOPICAL CLASSIFICATION OF GRADUATE MARKETING THESES IN COLLEGES AND UNIVERSITIES 1951-1953 


Topical Classification 


1951 1952 1953 
Master Ph.D. 


Master Ph.D. Master Ph.D. 


I. Sales Organization and Structure 
II. The Sales Executive 
III. Sales Planning and Policies 
IV. Recruiting and Selecting Salesmen 
V. Sales Training 
VI. Motivation and Control of Salesmen 
VII. Supervision of Salesmen 
VIII. Salesmen’s Compensation 
IX. Unionization of Salesmen 
X. Salesmanship 
XI. Market Research 
XII. Budgeting and Standardizing 
Selling Costs 
XIII. Advertising 
XIV. Sales Promotion 
XV. Public Relations 
XVI. Trade Association Activities 
XVII. Credits and Collections 
XVIII. Marketing Problems of 
Specific Commodities 
XIX. Foreign Marketing 


Totals 161 
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Two hundred colleges were questioned 
to determine which required theses for 
graduate degrees. These were asked to sub- 


Pace College 
New York City 


*“Current List of Unpublished Studies for Sales 
Executives,” National Sales Executives, 136 East 
57th Street, New York. 

Since the results are based on the voluntary re- 
turn of a questionnaire the data may be incomplete. 
Moreover, since the questionnaire inquired about 
marketing theses it is possible that theses in eco- 


mit detailed information on the theses. The 
results are summarized in Tables I and II. 


J. S. Scuirr 


nomics and agricultural economics dealing with 
marketing may not be included for all institutions. 

It should be noted that the data refer to theses 
and not to degrees granted. Many institutions grant 
a masters degree in marketing without the require- 
ment of a thesis. 
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Research in Marketing 


DAVID A. REVZAN, Editor 


Editorial Staff: Seymour Banks, Leo Burnett Company, Inc.; Rosert BARTELS, Ohio State 
University; Douc.as, Iowa State College; Ropert J. HOLLOwAy, University of Minne- 
sota; CHARLEs H. Sevin, Department of Commerce. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual items. 


Go 


List or GENERAL HEADINGS 


. Advertising 
. Area Analysis 


2A. Retail Trading Areas 
2B. Wholesale Trading Areas 
2C. Interregional Trade 


. Bibliographies 
. Buying and Purchasing 


Communication and Market News 


. Costs and Efficiency 
. Customer Analysis 


7A. Business Customers 
7B. Ultimate Consumers 


. Financing 
. Foreign Marketing (including Marketing by 


Domestic Firms in Foreign Countries, and 
International Trade) 


. General Marketing Studies 

. Government Regulation 

. History and Trends 

. Integration 

. Managerial Control (including Accounting 


Control, Inventory Control, Statistical Con- 
trol) 


. Managerial Organization of Marketing Ac- 


tivities 


. Marketing of Specific Goods and Services 


16A. Agricultural Goods and Raw Materials 
16B. Industrial Goods 

16C. Manufactured Consumers’ Goods 

16D. Services 


- Merchandising 

. Prices and Price Policies 

. Related Subject Matter Fields 

. Research and Research Techniques 

Retailing 

Risk 

. Sales Management (including Salesmanship) 
. Sales and Economic Forecasts 

. Standardization and Grading 

. Statistical Data (including Sources, Types, 


Revisions and New Series) 


. Storage 
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28. Teaching of Marketing 

29. Theory of Marketing (including Competi- 
tion) 

go. Transfer of Legal Possession 

31. Transportation 

32. Wholesaling 

33. Unclassified 


1. ADVERTISING 


1.1 The New Competition: An Analysis of Ad- 
vertising Growth. W. H. Mullen and 
John Crichton, Advertising Age, May 10, 
1954» PP- 53°57; May 17, 1954, pp. 68-74; 
May 24, 1954, pp- 47-53: [8-B-] 

This series of three articles discusses the di- 
mensions of the growth of advertising competi- 
tion and its effect on advertisers, agencies and 
media. Between 1939 and 1952, the number of 
advertisers spending $25,000 or more for na- 
tional advertising in magazines, newspapers, 
network radio and TV (time and space costs 
only) went from 936 to 2538, an increase of 2.7 
times. More than 2 out of every 5 of today’s 
nationally advertised brands belong to new 
advertisers—companies which either were not 
in existence in 1939 or who were spending less 
than $25,000 in national advertising. Expendi- 
tures per advertiser have gained 33 per cent 
since 1939. Therefore, the almost four-fold in- 
crease in media expenditures for national ad- 
vertising is due almost entirely to the increased 
number of new advertisers. 

The 619 companies who were national adver- 
tisers in 1939 through 1952 still dominate; they 
still account for 77 per cent of the 1952 total. 
But this dominance is not uniform; in fields 
where there are many brands, there are higher 
proportions of new advertisers. Pre-war adver- 
tisers accounted for more than 77 per cent of 
the 1952 national advertising media expendi- 
tures in cigarettes and tobacco, cars, soaps and 
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cleanser, gasoline and drugs. The new adver- 
tisers have inade their deepest penetrations in 
the industrial material, building materials, ap- 
parel and house furnishings fie]: 

By media, the new advertisers «ce found most 
strongly in magazines where they account for 
one-third of the total expenditures. They are 
found least in network radio and TV—they 
can’t afford this type of effort, yet. 

Comparing conditions after World Wars I 
and II, it appears that a major depression is 
infinitely harder on national advertisers than a 
war and reconversion period, no matter how 
drastic. Between 1929 and 1933, both the num- 
ber of national advertisers and the total dollar 
volume of national media expenditures were 
cut in half. Some of the drop-outs came back 
later but the Great Depression permanently 
wiped out, as far as subsequent advertising was 
concerned, better than one-third of the 1929 
national advertisers. 

The period under study covers the entrance 
of two national media, radio and TV, one in a 
bust, one in a boom. There is a theory that 
new media develop new advertisers and new 
advertising dollars. However, the conclusion 
of the writers is that this theory doesn’t fit the 
facts. Radio didn’t keep the advertising business 
from a prolonged and uncomfortable toboggan 
ride in 1929-33; network TV has not developed 
many “new” national advertisers during the 
Korean boom. 

Investigation of the “new” national adver- 
tisers reveals that nearly four-fifths of them are 
“old” companies, in operation by the end of 
World War I; so only their national advertising 
is new. The “new” advertisers have typically 
moved from business and trade paper advertis- 
ing into national co1sumer media, and the usual 
choice was magazines. 

Another theory among advertising men is that 
advertising is a stabilizing force in business, 
serving as an insurance for advertisers. On the 
record, it appears that the survival rates of na- 
tional advertisers are conspicuously higher than 
among the non-advertising components of the 
business population—and far higher than might 
be logically anticipated in a dynamic, rapidly 
changing economy. But, of the 100 leading cor- 
porations of 1909, only 36 were still in the top 
100 one generation later, 1948. The article con- 
cludes by pointing out that no company can 
count upon a permanent consumer franchise; 
every advertiser must plan for the long haul and 
thus a permanent use of advertising. 

The reviewer realizes the fact that the au- 


thors must deal with the data as published by 
Publishers Information Bureau which annually 
releases data on media expenditures of $25,000 
or more. However, they should have pointed out 
that these data are greatly affected by price 
changes. As media space charges dropped during 
the depression, national advertising could con- 
tinue their previous schedule but spend less 
than $25,000 and thus not be counted. Similarly, 
a rise in media rates would automatically re- 
turn these people to sight. Thus, the use of the 
$25,000 cut-off point with raw data automati- 
cally exaggerates the cyclical effect undoubtedly 
present. 


1.2 New Look at Old Symbols. Pierre Marti- 
neau, Printers’ Ink, June 4, 1954, pp. 
32-33 ff. [s.B.] 

Many believe that words are a vehicle for all 
expression. Martineau states that this idea is 
not only incorrect but it is a decided miscon- 
ception of the fundamental manner in which 
humans communicate with one another. Actu- 
ally much communication is below the verbal 
level expressed in symbols other than words. 
Thus advertising which fails to consider im- 
plicit meanings or uses symbolism improperly 
will not succeed. Symbols must be meaningful to 
the public and to be effective, they must fit the 
public’s conception of the product being ad- 
vertised. The non-rational aspects help the 
viewer to determine whether to accept the ra- 
tional. Thus if advertising is to communicate, if 
it is to be truly persuasive, if it is to achieve 
the very difficult task of converting tough preju- 
dices and attitudes, it must use and be proficient 
in many levels of symbolic communication. 


1.3 Picture Interest as a Factor in Advertising 
Impact. Edward F. Buxton, Advertising 
Agency and Advertising & Selling, April 
1954, pp. 78-8: ff. [s.B.] 

Recent research indicates that there is ap- 
parently more in an advertising illustration 
than previously supposed. Content interest often 
goes much deeper than surface interest—often 
with boomerang results. Picture research re- 
affirms the identification of viewers with pic- 
tures, responding strongly to subjects that evoke 
personal experience or aspirations—hence there 
is a vast difference in interests between male and 
female audiences. 

The article presents three tables showing high 
and low interest illustration themes for female, 
male and dual audiences. Familiarity, recogni- 
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tion, and identification of viewers with themes 
dominant in pictures are keys to high interest. 
Pictures which reinforce ideas, concepts or 
stereotypes people want to believe in, or are 
taught to believe in, obtain high interest. Con- 
versely, interest is reduced when existing be- 
liefs are questioned. Realism adds to interest 


mentary or faithful reproduction of all-too-true 
living conditions to attract favorable interest. 
The key seems to be to show familiar things 
in a different but pleasant way. Often a touch of 
exaggeration under the guise of idealism adds 
interest. 


1.4 Principles of Readership in Industrial Ad- 
vertising. D. Morgan Neu, Advertising 
Agency and Advertising & Selling, June 
1954, pp. 58-59 ff. [s.B.] 

Before getting into a discussion of readership 
of industrial advertising, Neu points out that 
industrial products, for the most part, are in- 
frequently purchased; they have high unit costs; 
and they are bought usually through group de- 
cision. Therefore, the advertising has a difficult 
task. 

One of the principles which leads to high 
readership is Simplicity, no matter what com- 
ponent of the ad is under study: the elements 
of the advertisement should be so arranged that 
the advertisement is understandable as a unit 
and the subject easy to grasp. Next is Realism: 
the illustration must portray a situation which 
the reader finds meaningful to him. Photography 
almost forces the illustrator to be realistic while 
drawings do not, thus drawings appear almost 
twice as often in the low readership industrial 
advertisements as in the high readership group. 
The third principle is Relation to Reader—in 
his job, rather than personally. This principle 
works partially through the illustration, par- 
tially through the headline. If neither of these 
are clearly and directly related to the reader 
and this work—that’s all, brother. 


2. AREA ANALYSIS 


2.1 Location Theory and Trade Theory: Short- 
Run Analysis. Walter Isard, Quarterly 
Journal of Economics, May, 1954, pp. 
305-320. [E.D.] 

This discussion is a sequel to the long-run 
analysis of the interrelations of location and 
trade theories by Mr. Isard and Mr. Peck in the 


but care must be taken not to expect the docu-_ 


February issue of the Quarterly Journal of Eco- 
nomics. Short-run trade analysis is held to be 
deficient because of its failure to consider the 
effects of distance and of multilateral trade. The 
concept of relative income potential is suggested 
as an aid in the analysis of aggregative, multi- 
country trade. This concept, although not yet 
adequately defined, is related to the empirical 
work and/or the concept of potential of Stewart, 
Zipf, Vining, and Ullman. 

An additional means of integrating short-run 
trade and location theories lies in the use of 
interregional input-output analysis, which rep- 
resents a major advance in agglomeration 
theory. In such analyses, supply channels and 
resource use are determined on the basis of the 
cost analysis of location and trade theory. 
Through the disaggregation of nations into sec- 
tors and the linking of these sectors, input-out- 
put analysis becomes an extension of the Metz- 
ler-type multi-country trade model. It is clear 
that a general and comprehensive trade theory 
and a general and comprehensive location 
theory are the same thing. 


2.2 New England Market, New England News- 
papers Advertising Bureau, 516 Statler 
Office Building, Boston 16, 1954, 57 pp. 
[R.J.H.] 

This report is a market data book relating to 
47 retail markets in New England. Census data 
on income, population, sales, manufacturing, 
etc. are included in addition to facts on climate, 
newspaper merchandising services, and miscel- 
laneous indices of standard of living. The retail 
sales are brought up to 1952 by using Sales 
Management estimates for that year. 


3. BIBLIOGRAPHIES 


3.1 1954 Annual Market Data Issue. Advertis- 
ing Age, May 3, 1954, pp. 31-130. [s.B.] 

This one-hundred page article contains de- 
scriptions of more than 1,300 pieces of market 
data, available from media, trade associations 
and other sources. The bibliography is pre- 
sented in seven sections: national markets; 
farm markets; regional and local markets; dis- 
tribution (retailing and wholesaling) markets; 
industrial markets; professional markets; Cana- 
dian and foreign markets. The report is liberally 
sprinkled with coupons for ordering the items 
discussed. 


Also, AA leads off with articles by Arno 
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Johnson and Robert W. Burgess, Director, 
Bureau of the Census. As usual, Mr. Johnson 
points out America’s tremendous potential for 
increased consumption. Mr. Burgess discusses 
the present population growth (it will continue) 
and also reviews some of the Bureau’s work in 
non-population statistics. 


6. COSTS AND EFFICIENCY 


6.1 Cost of Selling is New Gauge of Sales 
Effectiveness. How to Relate Ad to Sales 
Costs by Markets. Walter F. Kohn, Print- 
ers’ Ink, May 28, 1954, pp. 29-32, and 
June 4, 1954, pp. 36-42. [s.B.] 

In this two-part article, Kohn presents an 
example of allocation of direct selling and ad- 
vertising costs to sales territories in order to 
evaluate their performance. For a measure of 
sales potential for the product, candy, Kohn 
uses population. To start with, the sales which 
are assigned to the various markets are those 
which can be clearly allocated to those respec- 
tive markets: sales to franchised distributors and 
to chains all of whose outlets lie within the 
territory boundaries. Sales to interarea chains 
are dealt with separately. Next, direct selling 
expenses involved in calling on intra-area pros- 
pects are allocated. Two measures are then 
available for market-by-market comparisons: 
sales per M population; and selling cost as a 
per cent of sales. 

The next step is the allocation of advertising 
expenses to each sales territory. In cases where a 
newspaper reaches two or more territories, the 
cost of insertions in that newspaper is split 
among the territories in proportion to circula- 
tion. This same procedure is used for all other 
inter-area media. Since sales to national or 
regional chains were not included in the terri- 
torial sales breakdown, the territorial advertis- 
ing costs are adjusted downward by a constant 
factor which represents the proportion of sales 
to such chains. Hence if 27 per cent of sales are 
made to these chains, only 73 per cent of the 
advertising budget is allocated to the areas. The 
final step is the determination of advertising 
costs as per cent of sales in each territory. If de- 
sired, an overall figure of combined advertising 
and selling costs can be determined. 

Several types of territories can now be dis- 
cerned; those that have low costs both for adver- 
tising and selling; those that are high on one 
factor, compensated by low costs on the other; 
and finally those that are high on both. Usually 


large metropolitan areas show up in the third 
category but not necessarily. The data on sales 
per M population can be used in conjunction 
with the advertising and selling cost data in de- 
ciding what to do to remedy high-cost terri- 
tories. 


7B. CUSTOMER ANALYSIS: ULTIMATE 
CONSUMERS 


7B.1 Characteristics of the Tourists of Greater 
Miami, 1951-52. Victor Bennett and 
Charles Wurst, University of Miami, 
Coral Gables 46, Florida, 1953, 47 pp. 
[R.J-H.] 


This study by two University of Miami profes- 
sors resulted from an examination of 3,000 re- 
turns (1,152 useable) from Miami tourists. The 
usual type of questions were asked concerning 
origin, expenditures, length of stay, etc. of 
tourists. In addition, questions on radio and TV 
listening and viewing were asked. 

Included among the findings are some inter- 
esting tables. For example, over half of the 
summer as well as the winter tourists came from 
the eastern seaboard. Pennsylvania accounted 
for 14.7 per cent of the summer tourists and 
only 5.8 per cent of the winter tourists. Latin 
Americans, too, were in greater numbers relative 
to the total in the summer. 

Winter tourists averaged visits of 16.6 days 
compared to 10.5 for the summer guests. Sum- 
mer guests preferred night club entertainment 
more than did the winter guests. The winter 
tourists allocated their expenditures slightly 
different than did summer guests, with 48 per 
cent going for rent (40 in summer), 19 for 
entertainment (in summer, 25), and 33 for food 
(in summer, 35). 


7B.2 Consolidated Consumer Analysis, 1954, 
216 pp. Available from the newspapers’ 
National Advertising departments. [R.J.H.] 


The new Consolidated Consumer Analysis for 
1954 (19 markets) has followed its usual practice 
of showing product use by brand for each of the 
markets. In addition to comparing the results to 
those of last year or merely looking at the brand 
preferences, a number of interesting findings 
can be found. 

For example, one of the most consistent 
products was Cream of Wheat. This product 
was second in every market. The percentage of 
use in the 19 markets, though, ranged from 11.3 
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in Indianapolis to 51.2 in Honolulu; the median 
for the 19 markets was 18.9 per cent. 

Another interesting point concerns the im- 
portance of local or regional distributors in a 
market. Duluth Universal flour is first in Duluth 
with 28.5 per cent users; it is not mentioned in 
any of the other markets. For canned peaches, 
Del Monte has 18 first place mentions out of 19, 
but the strength of use varies substantially. In 
the five California (“local”) markets and Hono- 
lulu the percentage of use for Del Monte 
peaches averages 53.2 but in other markets the 
percentage of use drops as low as 21.0 per cent 
in Seattle. Skippy peanut butter is used in 81.6 
per cent of St. Paul homes, near the home of 
the producer. Further, Rap-in-Wax wax paper 
is used in 80.3 per cent of St. Paul homes, 78.3 
per cent of Duluth homes; another home-state 
product. One of the most interesting cases is 
canned beer. Only two brands got more than 
one first place, and these got two each. Hamm's 
sky blue water beer was first in its home town, 
second to Duluth’s own Fitgers, 12th in Long 
Beach. Olympia and Rainier ran 1-2 in Seattle. 

One other comment concerns the difference 
in concentration of some kinds of appliances. 
For example, three or four electric cooking 
ranges have a high percentage of the market in 
nearly each case but for gas cooking ranges it is 
a different story. In Omaha, 64.2 per cent used 
three brands of electric ranges but only 34.2 
used the top three brands of gas ranges. 


7B.3 The Consumption of Food in Relation 
to Household Composition and Income: 
An Analysis of Postwar British Budgets. 
J. A. C. Brown and discussants, Econo- 
metrica, January, 1954, pp. 106-108. [E.p.] 


This abstract of a paper delivered at the 
European Congress of the Econometric Society 
held at Innsbriick, Austria, in the summer of 
1953 summarizes findings of a study of 6,000 
weekly food budgets for the last seven months of 
1951. Households were classified into sixteen 
types, and the hypothesis posed was that income 
elasticity of demand for food was the same in 
all types. The hypothesis appears acceptable, 
and it was found possible to separate the in- 
fluences of income and household composition 
on food consumption. 

In the summer of 1951, the income elasticity 
of total food expenditures was 0.31 (+ 0.01), 
falling in the winter of the same year to 0.25 
(+ 0.01). Calorie; carbohydrate, and vegetable 
protein consumption showed no relation to in- 
come, while animal protein consumption had 


an income elasticity of 0.18 (+ 0.02) and Vita- 
min E, 0.30 (+0.05). The consumption of 
energy foods declined somewhat as age in- 
creased. 

Comments by discussants concern problems of 
both method and interpretation. 


7B.4 Functional and Size Distributions of In- 
come and Their Meaning, George Garvy. 
Income Types and the Size Distribution, 
Edward F. Denison. Discussion, Allan M. 
Cartter, Margaret G. Reid, and Alfred H. 
Conrad. American Economic Review, 
May, 1954, pp. 236-278. [E.p.] 

These articles and discussion comprise an ad- 
dition to the recent literature on changes in 
income distribution between the prewar and 
postwar periods. Mr. Garvy examines problems 
involved in relating income-size distributions to 
distributions by type and concludes that an an- 
alysis of changes in the share of upper income 
groups in a period of rising equity prices and 
tax rates is unrealistic unless adjustment for tax 
equivalence, capital gains (vs. property income), 
and nontaxable business expenses is made. He 
raises a number of questions about the interpre- 
tation of income-size distribution data. 

Mr. Dension reaffirms the observation of 
others that the distribution of national income 
by type has remained strikingly stable over the 
long-run, apart from cyclical movements, if one 
makes adequate adjustments in available data to 
achieve comparability between theoretical and 
empirical concepts of income. He discusses at 
some length the nature and methods of such ad- 
justments. 


7B.5 The Older and Sprightlier Market. Busi- 
ness Week, June 19, 1954, pp- 54-57- [S-B-] 
Over the past few years, new facts have been 
bursting into light about the needs, numbers, 
incomes and spending tendencies of the 65 and- 
over market. The findings have convinced busi- 
nessmen that they have misjudged the vigor and 
importance of this market. As of the spring of 
1953, there were 13.3 million people in the 
country 65 years of age and older. It also looks 
that they are and will be better-heeled than ex- 
pected, especially since the revision of the Social 
Security laws to increase their benefits and also 
allow them to earn more on their own without 
being penalized. 
The “mature” market represents a great 
market for toys and kids’ clothes as gifts by dot- 
ing grandparents as well as appliances as gifts 


= | 
4 
| 
‘ 


~ 


RESEARCH IN MARKETING 


177 


to just-married sons and daughters. Also, they 
represent a building boom as they plan homes 
of their own, with trailers getting special inter- 
est. 


7B.6 Purchases of Frozen and Canned Foods 
by Urban Families as Related to Home 
Refrigeration Facilities. (Washington: 
Agricultural Marketing Service, Depart- 
ment of Agriculture, Marketing Research 
Report No. 60, February 1954) [c.H.s.] 


Noting that in the seven years preceding this 
study output of frozen foods had more than 
tripled, this report seeks to give a basis for judg- 
ing the potential market for some of the major 
frozen foods. It is based upon purchases by 
urban families (towns of 2,500 and over) of 12 
frozen and 6 canned items. 

Information on the frozen items (green peas, 
lima beans, snap beans, spinach, broccoli, cut 
corn, strawberries, orange juice concentrate, 
lemonade, whole chicken, chicken parts, and fish 
fillets) and the canned items (peas, whole kernel 
corn, orange juice, lima beans, snap beans, and 
spinach) during the calendar year 1952 was ob- 
tained for 2,040 families with 6,933 family mem- 
bers. Families were separated into groups having 
incomes (a) over $3,000 and (b) less than $3,000. 

Only 3 of the 12 frozen items studied (orange 
juice concentrate, peas, and strawberries) were 
bought by more than 50 per cent of the families 
in the panel. These were purchased, respec- 
tively, by 68, 52, and 50 per cent of the potential 
users. 

For most of the frozen items there appeared 
to be no significant differences between those 
owning refrigerators and those owning home 
freezers in the proportion of families buying 
frozen foods. Many families bought no frozen 
foods. 

For peas, whole kernel corn, and snap beans 
more families bought the canned than the fro- 
zen items, irrespective of whether they owned 
refrigerators or home freezers. But more families 
who owned either a refrigerator or home freezer 
bought frozen orange juice concentrate, frozen 
lima beans and frozen spinach than bought the 
corresponding canned items. 

Average quantities of canned peas, corn, and 
snap beans purchased by families buying these 
products were more than twice the quantities 
purchased in frozen form. 

The purchase pattern for frozen foods ap- 
peared to be the reverse of that for canned 
foods. More of the higher income families 
bought frozen foods for each of the 12 frozen 


items studied. Nevertheless, only a small pro- 
portion of the higher income families bought 
frozen foods. Six of the 12 frozen commodities 
studied were bought by less than 4o per cent of 
the higher income families who owned home 
freezers and refrigerators having frozen food 
compartments. 


7B.7 Recent Changes in Income Inequality Re- 
considered. Robert L. Lampman, Ameri- 
can Economic Review, June, 1954, pp. 
251-268. [E.D.] 

The thesis that personal income distribution 
today is more nearly equal than it was before 
World War II is examined in some detail. 
Three concepts of personal income are de- 
scribed. (1) Producer-contributed income: the 
outflow of goods and services produced by the 
person and his owned assets (market value of 
products less costs of production, excluding 
changes in asset values). (2) Consumer-power in- 
come: the inflow to the person of changes in 
ability to consume (currently received net 
claims, earned and unearned). (3) General-mar- 
ket-power income: the annual increase in the 
person’s ability to buy or sell or to refrain from 
doing so (consumer-power income plus realized 
and unrealized capital gains). Most definitions 
used in personal income distribution studies 
come closest to the second one above. The au- 
thor contends that different concepts would 
result in different conclusions about a quality of 
distribution, and he examines conditions which 
he believes might have a bearing on income dis- 
tribution. 

He concludes that three changes in our 
economy have caused the reduction in inequality 
in income distribution to be less than is often 
claimed: (1) the increasing importance of mar- 
ket versus nonmarket production (which in- 
creases the prewar share of the lower half of 
income receivers); (2) the increasing importance 
of changes in the value of assets (which increases 
the postwar share of the tup five per cent); (3) 
the increasing importance of expense account 
items and payments in kind to employees (which 
raises the postwar share of the upper half). 

Other changes in our economy appear to 
have had no effect on income distribution: (1) 
changes in tax and government expenditure 
patterns; (2) differential changes in prices of 
goods purchased by low and high income 
groups. 

On the other hard, two changes may have 
caused the reduction in inequality to be even 
greater than the figures indicate: (1) the in- 
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creased size of families of high-income persons 
(which decreases the postwar share of the upper 
half); (2) changes in the rules which govern what 
money will buy (tariffs, nonprice rationing, 
etc.). 


7B.8 The Recent Pattern of Consumption by 
Louis J. Paradiso. Survey of Current Busi- 
ness, April, 1954 (U. S. Department of 
Commerce, Washington, D. C.) [c.H.s.] 


The comparative strength of consumer pur- 
chasing has been a sustaining market factor, 
but variations among commodity and service 
purchasing have had important consequences 
on business sales and on employment and in- 
come. 

From the third quarter of 1953 to the first 
quarter of 1954, consumer buying of goods 
dropped about 2 per cent. This was partly off- 
set by a rise in expenditures for services. 

Since a given change in expenditures for 
services has a much smaller effect on employ- 
ment and production than an equal change in 
purchases of goods, this differential effect partly 
accounts for the more pronounced declines in 
the consumer goods industries than is apparent 
from the small decline in total consumption. 
The appreciable drop in goods purchased re- 
sulted in unfavorable inventory-sales ratios in 
many lines and the industries affected curtailed 
their purchases of materials and reduced pro- 
duction in an attempt to curtail stocks. 

The recent parallel movement between per- 
sonal consumption and income has been ac- 
companied by the maintenance of the volume of 
personal saving at about the rate of the preced- 
ing 3 years. In this period, the ratio of personal 
saving to disposable personal income has been 
higher than the average of the earlier postwar 
years and of the prewar years. Correspondingly, 
the ratio of spending to income has been lower. 

Although total personal consumption expend- 
itures were at a peak in 1953, their proportion 
to gross national product was quite low—63 per 
cent. This compares with 69 per cent in 1948, 
71 per cent in 1940, and 76 per cent in 1929. 
In fact, in the past three decades only in the 
war years 1942-45 has the consumer portion of 
total sales been lower than in the Korean 
period. This ratio in the past 3 years is a re- 
flection of a shift in the use of resources with 
more going to the government military pro- 
gram and less to private buying. 

In the past 50 years, real personal consump- 
tion expenditures have shown a persistent long- 
term growth averaging 2.7 per cent per year, 


exclusive of the depression years of the thirties 
and war periods. 

Some pronounced changes in the pattern of 
consumer buying of different goods and services 
have been evident in the past several years. 
Consumers in 1953 used 35 cents out of each 
dollar spent for food, alcoholic beverages, and 
tobacco—a proportion which was considerably 
above prewar years; they spent g cents on cloth- 
ing and shoes—below that in the earlier postwar 
years and in the prewar period; they spent 11.5 
cents on housing, a larger proportion than in 
1948, but smaller than in the prewar period. 
Some shift has also been evident from prewar 
in the proportion going for autos and parts— 
6 cents out of each expenditure dollar in 1953, 
compared with 4 cents in 1929 and 1941. 

Some of the changes noted have resulted from 
the fact that consumers tend to spend propor- 
tionately more on certain goods and services as 
income rises. 

Among the several influences other than cur- 
rent income which affect consumer spending, 
the following may be considered: (1) liquid 
asset holdings and (2) outstanding debt—both 
short-term and long-term. 

The remainder of the discussion is concerned 
with the movements of expenditures for specific 
major groups of goods and services in relation 
to income. The relation of food expenditures 
to income has shown a marked upward shift as 
compared with the prewar pattern. In contrast 
to food expenditures, consumers did not in- 
crease their outlays for clothing and shoes in 
any consistent relation to the substantial rise 
in income during the recent post-war years. The 
ratio of expenditures for clothing and shoes 
to income has fallen continually since the early 
postwar period. 

Throughout the postwar period consumers 
have spent a relatively high proportion oi their 
income for durable goods. In recent years, 
spending for such goods has continued to repre- 
sent a larger proportion of disposable income 
than in most of the prosperous prewar years. 
Durable goods expenditures are much more 
sensitive than other consumer expenditures to 
changes in income. Furthermore, the influence 
is felt more promptly, often in a somewhat 
exaggerated degree. 

Consumer expenditures for services in the 
first quarter of 1954 represented nearly one- 
third of disposable personal income. In the 
past 3 years such expenditures have tended to 
rise gradually relative to income. Expenditures 
for services are generally not so sensitive to in- 
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come changes as are many of the categories of 


goods purchases. 


7B.9 The Rich Middle-Income Class. Fortune, 
May, 1954, pp- 94-99 ff. [s-B.] 

The central fact of the changing American 
market is the rise of a new middle income class, 
those family units with cash incomes of $4,000 
to $7,500, after taxes. The purpose of this article 
is to convert the statistics into people. 

Historically, what has been called the middle 
class has been composed of small entrepreneurs 
and property owners, professional men, and 
highly skilled, self-employed artisans, the bour- 
geoisie. America’s booming new middle-income 
class consists, to a startling extent, of groups 
hitherto considered as proletarians. Nine mil- 
lion middle-income families—6o per cent of the 
total—are workers. As a result of increased mech- 
anization of industry and skill up-grading of 
workers, over half of the families headed by 
craftsmen, operatives, laborers, etc., are in the 
$4,000 income, after taxes, class. However, there 
is also a somewhat disquieting fact: about two- 
fifths of non-farm families in the $4,000-to- 
$7,500 class are there only because somebody 
besides the family head is working, at least part- 
time. This supplementary earner is usually 
female, and usually the wife. Thus, the great 
push past the $4,000 mark, and the establish- 
ment of the vast new middle-income class, may 
be substantially a counted for by the supple- 
mentary earner, whose earnings are character- 
istically precarious. 

Fortune also examined whether there is still 
a vast “one-third of the nation” who remain 
anchored in poverty: the answer is no. Almost 
one-quarter of the nation’s spending units have 
cash incomes less than $2,000. 

However, six of these 12 million low-income 
spending units are not families but single indi- 
viduals and another two million are farm fami- 
lies who do have considerable non-cash income. 
This leaves about 4 million non-farm families 
with cash incomes below $2,o0o—not a quarter 
but a tenth of all spending units. However, an 
important minority of these lower tenth fami- 
lies consist not of chronically poor but of over- 
$2,000 families who have had a bad year—illness, 
accidents, strikes, etc. Another portion is made 
up of Negroes but their economic position is 
improving very rapidly. 

Looking at the rich, one finds that the over- 
$7,500 are heavily concentrated in an area not 
very far up. Over half of the 5,200,000 families 
involved get less than $10,000. Only a very thin 


crust of about 227,000 families have cash in- 
comes, after taxes, of more than $25,000. This 
group tends to be the “capitalists” of legend 
since they receive about 40 per cent of their 
income from “property”; still over half of the 
income arises from salaries and fees for pro- 
fessional services. 


7B.10 The Sunny Outlook for Clothes. Dero A. 


Saunders and Sanford S. Parker, Fortune, - 


April 1953, pp. 133-136 ff. [s.B.] 

Although spending a smaller share of total 
income on clothes than previously, consumers 
are buying so much more of so many kinds of 
clothes that the apparel market is brimful with 
promise. More positive factors are at work, and 
fewer qualifications and hesitances apply to 
apparel than in almost any other major con- 
sumer field. However, there are a great many 
divergent trends apparent for different items 
within this most diverse group of items. The 
five major trends that are re-shaping both the 
market for clothes and the manufacturers and 
the retailers who produce and sell them are: 1. 
the consumer has been buying more garments 
at lower average unit prices; 2. the overwhelm- 
ing trend is toward casual, informal clothes, 
which are having an increasing effect upon the 
design of all apparel; 3. the expanded American 
wardrobe consists more and more of special 
purpose garments; 4. the fashion industry has 
lost its ability to regiment the American woman; 
and 5. the relative use of the major textile 
fibers has changed radically in the past 3 years, 
and promises to change further. 

The consumer’s neat trick of getting more 
clothes for less money was not achieved at the 
expense of quality, which has gone up sharply. 

Instead, the consumer has switched from tra- 
ditional clothing items to others which, because 
of either fabric, design or end use, were in- 
herently lower priced. Paradoxically, these 
trends seem to be an upgrading of some items. 
In several cases, customers have been attracted 
to new apparel groups generally priced lower 
than some older ones. But within the new group, 
the consumer has preferred the better merchan- 
dise. 

The trend toward “casualization” of clothing 
really is the force bringing about the tendency 
to buy more apparel items at lower cost, and, 
in turn, the change in dress stems from the 
switch in pace and locale of homes—Suburbia’s 
taste in dress now reigns. As a result, some re- 
tailers expect to get half of their women’s ap- 
parel sales from sportswear by 1960. This trend 
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toward the casual affects other apparel items— 
the full length fur coat, for instance, is now 
nearly dead, the furs selling’ now are more 
modest pieces like jackets and stoles. 

The proliferation of special-purpose clothes 
in the American wardrobe arises not from the 
pressure of custom but from the variations in 
design, weight, warmth or coolness, and for- 
mality which people seek. For men, sport jacket 
production is up 97 per cent since 1947; sum- 
mer suits now represent one third of all suits 
made. For women, skirt output has nearly 
trebled since 1947—other lines with good growth 
pictures have been “daytime” dresses and play 
shoes. 

The American clothes buyer—which means 
first of all the American woman—appears to be 
developing a new and interesting stability in 
buying habits. Styles now last for years. As a 
result, there is rising in women’s apparel a new 
kind of manufacturer with a comparatively large 
volume of sales. He strives for a distinctive style 
identification in his designs, he makes his fabric 
commitments well in advance, he organizes his 
production with decent respect for the machine 
age, and he has sharply raised the standards of 
quality in his field. While the importance of 
fashion has declined in the women’s field, style 
has become a much larger factor in the men’s 
and children’s fields. 

The great movement in apparel fibers dur- 
ing the past few years has been the resurgence 
of cotton at the expense of rayon and acetate. 
Cotton’s major expansion of the last 3 years 
has been in women’s dresses, blouses, and simi- 
lar spring and summer wear. There are some 
trade indications that cotton fabrics, paced by 
velveteen and corduroy, may shortly begin a 
similar invasion into women’s fall and winter 
apparel. An estimated 65, per cent of men’s sport 
shirts will be made of cotton this year, compared 
to only 43 per cent in 1951. 

The synthetics other than rayon and acetate 
—that is, nylon, orlon and dacron primarily— 
have mixed prospects for the next few years. 
In certain garments, they have made good head- 
way which should continue. However, overpro- 
motion of the “miracle” aspects of these fibers, 
which has put them into fabrics for which they 
are ill-suited, may bring some sharp consumer 
reactions. The long-run future for the newer 
synthetics in apparel seems very good. They 
are doing well in garments for which they are 
suited, and in carefully constructed blends where 
their superb but narrow properties enhance the 
inherent advantages of the natural fibers. It is 


widely assumed that someday most wool will be 
used in wool-synthetic blends—which means that 
the long decline in U. S. wool consumption will 
probably continue. 

The recent ebullient industry talk of a soft- 
goods boom is not supported by the facts, for 
the prospect is even better than that. The word 
“boom” has lurking connotations of an extra- 
ordinary swift rise, accompanied by the danger 
of an eventual readjustment that would surely 
be uncomfortable or perhaps severe. The ap- 
parel market’s prospects are rather for a sound 
and gradual increase of a good many years to 
come. Which, after all, is even better. 


7B.11 $30 Billion For Fun. Dero A. Saunders 
and Sanford S. Parker, Fortune, June, 
1954, pp. 115-121 ff. [s.B.] 

The leisure and recreation market is made up 
of a hodge-podge of smaller markets, some in- 
terdependent, some competitive, still others un- 
related. But taken together, they represent 
$30.6 billion—50 per cent more than is spent 
for clothing or shelter, 100 per cent more than 
what is spent on new cars or home goods. 

The leisure market falls into two parts: the 
first involving active, premeditated pursuits; 
and the second involving sedentary activity. The 
first represents $18 billions of expenditures on 
spectator amusements, spectator and participant 
athletics, hunting and fishing, boating, garden- 
ing, domestic and foreign recreational travel, 
etc. This is the heart of the leisure market in 
several respects: it is the largest part, the most 
dynamic, and has the greatest potential for 
growth. 

The sedentary part of the leisure market is 
made up by expenditures for liquor (2/3 of this 
sub-total), television, radio, records and musical 
instruments, and eating out for pleasure. This 
part of the leisure market is static, liquor spend- 
ing has not risen since 1947 (people are switch- 
ing from hard liquor to beer). 

The booming do-it-yourself and active recrea- 
tional market arises because three conditions 
are now available; the time (meaning time off 
from work through decreased overtime and in- 
creased vacations with pay); the money; and 
the facilities. (The TVA and Army Engineers 
have created many lakes and reservoirs in the 
Southeast, the Middle West and the Southwest). 

The new leisure market has a different char- 
acter, brought about by the details of income 
redistribution. The general income reshuffling 
has held down the expansion of the upper- 
bracket groups who spend most for leisure, while 
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raising many of the erstwhile low-income fami- 
lies past the $4,000 mark for the first time. Peo- 
ple tend to spend this year’s income with last 
year’s habits, therefore leisure expenditures 
tend to lag behind income changes. 


10. GENERAL MARKETING STUDIES 


10.1 Beating the Clock with Masland: An A to 
Z Sales Setup in 11 Months. A. R. Hahn, 
Sales Management, June 1, 1954, pp. 
43-65. [s.B.] 

After selling for 86 years through a sales 
agent, Masland, a carpet manufacturer, changed 
its policy and built up a sales department from 
scratch in 335 days. This article is a review of 
the decisions they made and the sales depart- 
ment which was designed to meet stated objec- 
tives, rather than growing like Topsy—some- 
how. Among the topics discussed are selective 
vs “Waterfront” selling; the number of divi- 
sions; the number and kind of salesmen to be 
hired; training programs; sales quota construc- 
tion, including weights for potential as well as 
past sales; sales compensation (salary base, with 
bonus-over-quota incentives); and advertising, 
which had to move and impress both consumers 
and dealers. 


11. GOVERNMENT REGULATION 


11.1 Changes in Concentration in Manufactur- 
ing, 1935 to 1947 and 1950. Federal 
Trade Commission, Washington, D. C. 
[C.H.S.] 


The purpose of this report is three-fold: (a) 
to measure changes which have taken place in 
the level of concentration during the last decade 
and a half, (b) to provide a base against which 
future changes in concentration can be meas- 
ured, and (c) to analyze the association of cer- 
tain variables with changes in concentration. 
The study is not concerned with the effects of 
concentration, i.e., whether or not any particu- 
lar level of concentration has desirable or un- 
desirable effects upon the economy. Nothing in 
the report is meant to imply that a low level 
of concentration is necessarily associated with 
competition or that a high level of concentration 
is necessarily associated with its absence. Rather, 
the study is concerned only with the limited 
problem of measuring the level of concentra- 
tion. 

The change in the level of concentration in 
manufacturing as a whole has been measured 


for the period 1935 to 1950 in terms of the pro- 
portion of the value of product of all manufac- 
turing establishments accounted for by the es- 
tablishments of the largest 200 companies, and 
subgroups thereof. In addition, the change in 
the level of concentration for 30 separate indus- 
tries has been measured for the same period in 
terms of the proportion of the industry's em- 
ployment accounted for by its leading 4 and 
8 companies. Data on the change in the level 


of concentration are also available for the 


period 1935 to 1947 for 114 industries, including 
the above go, in terms of value of product ac- 
counted for by the leading 4 and 8 companies. 

In measures of concentration in industry as 
a whole—a type of analysis which became fa- 
miliar through the pioneering work of Berle 
Means—the emphasis is on overall economic 
power. The questions as to effects upon compe- 
tition which may arise in connection with such 
power have to do with whether or not it can be 
brought to bear on a particular industry to exact 
concessions from suppliers or from customers, 
to intimidate competitors or to discourage pro- 
spective rivals. 

But power of this type is to be distinguished 
from control over particular markets which, 
when sufficiently effective, constitutes monopoly. 
Within the limitations of existing data it is 
possible only to approach the measurement of 
concentration in terms of individual markets; 
the most that can presently be done is to meas- 
ure concentration in terms of the so-called “4- 
digit” industries of the Standard Industrial Clas- 
sification. For the measurement of concentra- 
tion in a particular industry to be meaningful, 
the definition of the industry should embrace 
the production of goods which are close substi- 
tutes or generally are products of establishments 
with like facilities. Examples of meaningful cate- 
gories are: bottled soft drinks, cotton broad 
loom fabrics, and aluminum rolling and draw- 
ing. In contrast are numerous industries, as de- 
fined for Government statistics, that include 
establishments and companies making goods 
which from an economic point of view are not 
substitutes and using facilities and personnel 
not economically transferable to the production 
of competing goods. 


11.2 The Economics of Marketing Reform. 
P. T. Bauer and B. S. Yamey, Journal of 
Political Economy, June, 1954, pp. 210- 
235. [E.D.] 

Statutory measures in effect in many parts of 
the world to control or to modify agricultural 
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marketing processes or to reshape the structure 
of agricultural trade are of three types: (1) 
those designed to raise the returns of certain 
classes of producers (monopolistic restriction of 
supply, differential prices, and subsidies); (2) 
those designed to stabilize prices or incomes; 
and (3) miscellaneous measures designed to im- 
prove agricultural marketing (reduction in num- 
ber of intermediaries, control of trade channels, 
elimination of inferior grades, etc.). 

The third group is the subject of this study 
whose purpose is to examine the economic ef- 
fects of such measures. Illustrations are drawn 
from the recent history of some of the British 
colonies in Africa. 

First are considered measures which appear 
to be based on the view that the average farmer 
is incapable of making a wise choice among 
marketing alternatives open to him. Some laws 
remove so-called “redundant” middlemen. The 
question is asked as to why the “redundant” 
middleman survives if he is really redundant. 
Some evidence is offered to suggest that other 
middlemen who deal with the “redundant” 
middleman, and buyers and sellers in general, 
particularly in underdeveloped countries, are 
sensitive to differences in market opportunities. 
But even if farmers are not aware of differences 
in market opportunities, why do not enterpris- 
ing middlemen buy up the produce and reroute 
it? 

Second are considered measures which reflect 
dissatisfaction with the effectiveness of competi- 
tion. Compulsory standardization of transac- 
tions is of this type. By offering buyers identical 
alternatives, such measures actually reduce com- 
petition where demand is not uniform. Even a 
monopsony in a local market is affected by other 
buyers who could enter the market. Another 
proposal in this area is a reduction in the num- 
ber of competing middlemen (through restric- 
tions on numbers or through the setting of 
minimum margins) on the grounds that “too 
many” bid up prices to producers, and/or “too 
many” lead to waste and low prices to producers. 
Freedom of entry (to prevent too few competi- 
tors) and free price competition at the buying 
level (to raise buying prices and eliminate “‘ex- 
cessive” competition by increasing the size of 
firms to their optimum) would appear to achieve 
the end sought. The elimination of competi- 
tion by the establishment of government con- 
trolled zonal monopolies is shown to harm some 
producers both as producers and as potential 
entrants into trade. The criticisms of zonal 
monopolies also apply to producer-controlled 


monopolies. Specific marketing abuses (such as 
false weights) can be corrected more cheaply by 
competition among traders than by regulation. 

Along with their discussion of competition, 
the authors also consider the desirability of 
regulation of short-run losses and gains which 
result from the discrepancies between competi- 
tive price offers and the theoretical equilibrium 
price. They argue for no regulation on the 
grounds that the safeguarding or raising of the 
total (via unregulated competition) is more 
important than some control of distribution 
(via regulation). 

Third are considered measures which do not 
postulate either producer incompetence or the 
effectiveness of competition (e.g., uniform price 
systems, prohibition of substandard goods as 
exports, and prescription of arbitrary grade- 
price differentials). It is shown that these meas- 
ures, in general, result in an uneconomic alloca- 
tion of resources and a reduction in aggregate 
income. 

It is concluded that all the measures exam- 
ined are prejudicial to the interests of producers 
and that the adverse effects are particularly 
serious in underdeveloped countries. 

It is the opinion of this reviewer that most 
members of the United States House and Sen- 
ate would not believe this article if they read it. 


11.3 Market Imperfections: Enforcement of the 
Anti-Trust Laws in a Friction-Afflicted 
Economy. G. E. Hale and Rosemary D. 
Hale, University of Pennsylvania Law 
Review, December, 1953, pp. 157-184. 
[E.D.] 

This paper considers the nature and some 
of the implications of market “imperfections,” 
in contrast to “market impurities” (absence of 
many buyers and sellers and of a homogeneous 
commodity). All obstacles to an economic allo- 
cation of resources, other than monopoly, are 
referred to as “imperfections.” It is suggested 
that market imperfections may be just as in- 
jurious to the economy as monopoly, that fric- 
tions and imperfections may give rise to a de- 
gree of monopoly power, that in some cases 
monopoly may eliminate imperfections, and 
that in any anti-trust case, not only monopolis- 
tic elements, but also the impurities which they 
tend to remove, must be examined. 

Sources of imperfections are indivisibility, im- 
mobility, space, time lags,, inertia, emotions, 
government action (price control, rationing, 
taxes, police power), and ignorance (“the grand 
imperfection” of producers, consumers, and gov- 
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ernment). The role of advertising in ignorance 
is considered in some detail. Advertising can 
increase consumer ignorance by assisting in 
differentiation and by appealing to the emo- 
tions rather than to the intellect. On the other 
hand, advertising and trademarks may reduce 
imperfections by informing buyers of the exist- 
ence of products and prices. Private efforts to 
reduce ignorance have included market research; 
use of specialized and informed marketing 
agents; and the creation of trade associations, 
professional societies, and consumer research 
agencies. 

Statutory efforts to reduce imperfections have 
included establishment of uniform weights and 
measures; dissemination of market information; 
establishment of employment services; and es- 
tablishment of measures against adulteration, 
misbranding, and mislabeling. Increased stand- 
ardization and grade labeling of products by 
the government might reduce imperfections 
further but might result in a compromise among 
all possible standards, a reduction in consumer 
choice, and political pressure in the establish- 
ment of standards. 

The authors then consider certain anti-trust 
cases in which the role of imperfections has been 
most obvious. The Federal Trade Commission, 
while rather generally criticized for its attention 
to “trivial niceties,” may have been more ra- 
tional than heretofore supposed in its program, 
which is largely one of removing imperfections. 

It is suggested that while recognition of mar- 
ket imperfections will not lead to any altera- 
tion in our notions as to an acceptable size for 
manufacturing concerns, it is recognized that 
mass merchandisers render informational serv- 
ices for consumers and engage in market re- 
search which little merchants cannot match. 

Trademarks have been condemned as a basis 
of monopoly or of product differentiation by 
oligopolists. They have been supported, on the 
other hand, as a means of identification and as 
a protection against an imperfection resulting 
from misrepresentation. The case commonly 
stated for restriction in the use of trademarks 
is based upon the belief that informative adver- 
tising is desirable and persuasive advertising 
is not. However, trademark protection for an 
oligopolist who uses the trademark as a tool 
in his persuasive advertising does not contrib- 
ute to enforcement of our antitrust policy. On 
the other hand, if the trademark reduces con- 
sumer confusion, its protection reduces mar- 
ket imperfections even though increasing mar- 
ket impurities. 


Cooperation among competitors to eliminate 
fraudulent and unethical practices in the market 
place, to engage in market research, to dissemi- 
nate trade statistics, and to increase standardiza- 
tion and simplification may, if not used as a 
means for restraining trade, result in fewer mar- 
ket imperfections. 

Organized and unorganized exchanges with 
rules of trading and fixed commission rates 


(with increased service competition) result in . 


fewer market imperfections. 

It is concluded that within the boundaries 
of a single suit, rough calculations should be 
made of the cost of continuing market imper- 
fections. Removal of monopoly elements in our 
economy without consideration of frictions 
might result in a less efficient allocation of re- 
sources than previously. 

The article is supplied with generous and in- 
formative footnotes. 


11.4 Republicans Reshape the FTC. Business 
Week, June 5, 1954, pp. 43-44. [s.B.] 

For a little over a year now, a new Republi- 
can majority on the FTC has been changing 
the Commission—in make-up, in philosophy, in 
organization, and its estimate of what role to 
play. The biggest change that the Republicans 
have made to date is their rejection of the so- 
called “per se” rule. In the past, the FTC went 
on the basis that an action was illegal in itself 
if it merely threatened competition although 
no injury had actually resulted. The Republi- 
cans take the view that actual injury must be 
proved—hence the dismissal of a suit concern- 
ing exclusive dealing contracts by Maico and 
one on price discrimination against General 
Foods. Some observers say that, as a practical 
matter, FTC is setting standards of proof that 


‘will make their own trial lawyers’ job almost 


impossible. 

The toughened antimerger law of 1950 never 
was applied by the Democrats though they filed 
the first case against Pillsbury Mills. Howrey, 
the new chairman, rejected the argument of the 
FTC lawyers that a violation automatically oc- 
curs when a leading company in a market buys 
another company in the same field. Not until 
all relevant market figures—before and after 
the merger—are in, can FTC say whether a par- 
ticular merger is illegal. 

The new majority is also fast approaching a 
major decision in legality of “horizontal price- 
fixing”—that is, whether it is legal for manu- 
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facturers who own their own wholesale or re- 
tail outlets to sign fair trade contracts with in- 
dependent wholesalers or retailers. 

Howrey says it is legal, but the final decision 
is not made yet. FTC has made it easier to 
settle cases by consent order. This can now be 
done at any stage in the case, also the orders 
can now be written to cover any of the indi- 
viduals concerned on any of the issues—it used 
to be that consent orders had to cover all par- 
ties and all issues. 


11.5 The Shoe Machinery Case and the Prob- 
lem of the Good Trust. Lucile Sheppard 
Keyes, Quarterly Journal of Economics, 
May, 1954, pp. 287-304. [E.D.] 

Using the current antitrust case involving the 
United Shoe Machinery Corporation for pur- 
poses of definition and illustration, the author 
examines two doctrines regarding the good trust. 
A “good trust” is defined as the possessor of 
market control which has not been acquired 
through illegal origins, through conduct which 
excludes potential or actual competition, and 
with specific intent to acquire market control. 
One doctrine holds that a good trust is not in 
itself illegal] but must conform to a code of con- 
duct stricter than that applied to ordinary enter- 
prises. The second holds that the good trust is 
illegal. (A possible third doctrine, that the good 
trust is legal and not affected by our antitrust 
laws, has been discarded by the courts.) 

Problems of analysis in this general area are, 
first, those of concept and, second, those of pol- 
icy. Concepts which need clarification before 
policy analysis can proceed are those of (1) the 
market and (2) market control. Court decisions 
do not indicate that either substitutability or 
competitiveness are basic to the court’s concept 
of a “market.” 

Nor have the courts demonstrated that such 
conditions as market share, competition of im- 
perfect substitutes, or the ability of competitors 
to expand, occupy a consistent place in their 
concepts of market control. It appears there 
_is not an underlying working definition of 
market control. 

Analyzing the problem of defining market con- 
trol within an economic framework, the author 
concludes that the economic concept of pure 
monopoly is not very useful. Nor are the con- 
cepts of pure competition and workable com- 
petition useful in formulating policy. 

It is proposed that the concepts of pure com- 
petition and of the industry be abandoned in 


order that the definition of “market control” 
may be approached without preconception as to 
its content. The “market” with which we are 
concerned is that confronting the individual 
firm, and “control” is “the protection enjoyed 
by such a market from the inroads of competi- 
tors.” It is the scope of action of an individual 
seller with which we are concerned. Conse- 
quences of such an approach are that it forces 
consideration of (1) competition from both ex- 
isting and potential competitors, and (2) all the 
forces which affect the vulnerability of the de- 
mand for the products of the firm under con- 
sideration. 

The policy argument is in terms of three prop- 
ositions: (1) “more protection and more stimulus 
will be afforded by a market where there is a 
possibility of speedy replacement of any firm’s 
output by a similar product at a similar price 
than where the possible substitution is slower, 
more costly, or in any sense less satisfactory to 
the consumer,” (2) however, “the market itself 
can offer no immediate protection against the 
excess returns that are occasioned by the na- 
ture of factor supply.” Excess returns may, in 
the long-run, be minimized by elimination of 
artificial restrictions or factor movement, al- 
though the possibility of conflict between short- 
run and long-run policy objectives may exist; 
and (3) The objective of providing a stimulus to 
progress might, where such is not fully achieved 
by a policy of antirestriction, call for public con- 
trol. It is, in this context, that the problem of 
the definition of illegal market control probably 
presents its greatest theoretical and practical dif- 
ficulties. 


16. MARKETING OF SPECIFIC GOODS 
AND SERVICES 


16.1 Housing Market Analysis—A Study of 
Theory and Methods. Housing and 
Home Finance Agency, Washington, 
D. C. (Done by Columbia University un- 
der a Research Contract with the Hous- 
ing and Home Finance Agency, Division 
of Housing Research.) [c.n.s.] 


Presents an examination into the conceptual 
problems in housing market analysis together 
with the formulation of a theory of housing mar- 
ket behavior, and an exposition of some of the 
basic elements which must be dealt with in mak- 
ing a complete market study. 

In formulating these concepts the authors 
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have found that the housing market differs in its 
behavior in important respects from most other 
types of markets. Adequately to analyze it, there- 
fore, it becomes important to distinguish be- 
tween the various submarkets—the single family 
fee market, the single family rental market, and 
the multiple-dwelling rental market—whose at- 
tributes necessitate separate treatment and 
study. 

Within each submarket it is proposed that the 
analysis be dealt with in terms of two time peri- 
ods, (1) the standing stock period during which 
changes in total supply are negligible and (2) the 
construction period which is characterized by 
significant additions to the inventory. This di- 
chotomy involves a new analytical approach. 
Thus, the past emphasis on new construction 
as the major market force is shifted to one which 
places primary emphasis on the existing stock of 
dwellings as a determinating influence upon the 
volume of new construction which will occur. 

To market analysts in the housing field the 
monograph will suggest new approaches to the 
analysis of local heusing markets. To market 
analysts in other fields the treatment of the anal- 
ysis of the economic base of a market area should 
suggest some new approaches. 

The monograph is on sale at the Superintend- 
ent of Documents, Washington, D. C., for 50 
cents a copy. 


16B. MARKETING OF INDUSTRIAL 
GOODS 


16B.1 Manufacturers’ Orders and Inventory 
Position. Genevieve B. Wimsatt, Survey 
of Current Business, June, 1954, pp. 
17-23. [E.D.] 

This review of manufacturers’ orders and in- 
ventories during 1953 and the first quarter of 
1954 shows that: (1) manufacturing firms experi- 
enced a modest recovery in orders and activity in 
the first quarter of 1954, although they did not 
return to the peak levels of 1953; (2) the largest 
decline which began in the summer of 1953 was 
in durable goods industries; (3) sales fell iess in 
early 1954 than output so that inventories in- 
creased with the liquidation which started in 
October and extended into May; (4) inventories 
were at their peak at the end of September—after 
that, they declined; (5) stock-sales ratios were 
higher in 1954 than in 1953, with the increase 
due chiefly to durable goods; and (6) industry 
differences were marked. 


16C. MARKETING OF MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Color TV: Big Buildup, Slow Pay Off. 
Business Week, April 24, 1954, pp. 43-44- 

[s.B.] 
What does a manufacturer do when he has a 
well-publicized and scientifically wonderful new 
product that no one will buy? This is no aca- 


demic question in the TV business now. West- . 


inghouse has had color sets in the New York-New 
Jersey market for 3 months, has made a major 
sales effort and has sold only go sets. Other firms 
face the same difficulty. The obvious holdbacks 
are the price—$1000 and over; small screens; and 
skimpy programming—gs hours a week. As far as 
the production of sets is concerned, the villain 
is the picture tube. Everyone is working over- 
time to find a tube which is bigger or cheaper, 
preferably both. 

Westinghouse says they knew that their early 
entry would be a losing proposition but were 
willing to gamble for prestige and the boost their 
black and white sets would get. Dealers now 
clamor for a color set because they attract cus- 
tomers into the store to buy the black and white. 

GE is the leading proponent of the sit-tight 
school. They are making only a few color sets 
and isn’t promoting them much. This doesn’t 
mean they are sitting on their hands—they are 
hard at work on a new and larger tube. 

As far as color TV programming goes, NBC 
promises to have three color shows a week, two 
from New York, one from Hollywood. CBS is 
currently offering one color show a week and is 
completing facilities which will expand their 
color programming. ABC and DuMont have no 
color programs scheduled yet. By fall, NBC-TV 
may be charging higher rates for color advertis- 
ing time. 


16C.2 Tupperware Ladies Dig for Treasure. 
Business Week, April 17, 1954, pp. 56-62. 
Party and Club Selling Plans Now Do 
$350,000,000 a Year. Printers’ Ink, June 
18, 1954, pp. 27-28 ff. [s.B.] 

Tupperware Home Parties nearly blew apart 
Kissimmee, Fla. celebrating their third birthday, 
with reason. The company—the sales division for 
Tupper polyethylene plastic housewares—had 
200 dealers in 19:51, now it has roughly 9,000, 
95 per cent women; 1954 retail sales at $25, mil- 
lion were triple 1953's sales. The driving force 
is Brownie Wise, a charming 40 year-old widow 
who pilots the sales company. 

The whole operation is built upon dealers 
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who persuade people to act as hostesses at a 
party at which the dealers demonstrate and sell 
Tupperware. Once a dealer has recruited four 
other dealers, she becomes a unit manager; this 
means a small overriding discount on the mer- 
chandise she and the dealers under her sell. As 
she brings more dealers under her wing, she may 
become a branch manager and eventually a fran- 
chised distributor, who gets a bigger discount 
but has the added expense of warehousing the 
goods. In every step, the dealer is on her own: 
Tupperware buys from Tupper; the distributor 
buys from Tupperware; dealers buy from the 
distributor. 

Brownie Wise believes that the strength of 
home-party selling is that you have a captive 
audience and an expectant one. The mass con- 
tagion it can generate is a powerful sales pro- 
moter. Because the dealer has her customer for 
an hour or two, she can use—must use by Tup- 
perware standards—low pressure tactics. To 
work, a home party must offer a product that 
will stand up; of course, it must be demonstrable. 
It must be exclusive—retail store competition 
might kill reorders. Finally, the product must 
have widespread use to fit all income class. 

Although it seems wonderful to have a sales 
force which takes over all selling expense includ- 
ing warehouse, there’s a catch: to train and mo- 
tivate dealers and distributors is a tremendous 
task. The buildup of dealers, managers and dis- 
tributors is the big job of the home office. In ac- 
tivating this part of the program, Brownie 
Wise pulls out all of the stops. Her tools are a 
blend of hard work, sound psychology and Tup- 
perware’s special brand of corn. To make deal- 
ers feel a part of a big important organization, 
there is the Tupperware Rose developed by hor- 
ticulturists, the Tupperware Rose silver pattern, 
by International Silver Co. and impressive cere- 
monies at annual gift-giving rallies and training 
sessions rolled into one, culminating with can- 
dlelit graduation ceremonies with diplomas to 
managers making them Certified Tupperware 
Managers. 

The Printers’ Ink story is a general discussion 
of the use of party and club techniques of di- 
rect selling while the Business Week article is a 
case history of one of the comers in this field. In 
both techniques, a salesman gets a group of 
neighbors together; sales are made either 
through product demonstrations (party plan) or 
through merchandise catalogs (club plans). Party 
selling plans deal mostly with houseware items 
(kitchen utensils, plastics and silverware) and 
personal items like cosmetics and jewelry. Club 


plans, unlike party plans, usually concentrate on 
nationally advertised brands of small electrical 
appliances, dishes, bedding, trinkets and novel- 
ties. Overall, party plan volume is running 
ahead of the club plan. 


18. PRICES AND PRICE POLICIES 


18.1 Pricing for Today’s Market. Harold J. 
Rudolph, Printers’ Ink, May 28, 1954, 
pp. 22-24. [s.B.] 

This article is built around three charts which 
summarize the relative frequency of prices ap- 
pearing in retail advertising in leading news- 
papers throughout the country. The charts cover 
three ranges: 5¢ to $2.00; $2.00 to $10.00; $10.00- 
$50.00. 

Retailers make very extensive use of prices 
ending with odd numbers (any digit other than 
o or 5). Almost two-thirds of all advertised prices 
between 1 cent and 15 were odd prices; prices 
ending with g were most popular, by a wide 
margin. On merchandise selling above $5, the 
most popular prices contained g5¢, e.g., $5.95 or 
$7.95. Prices over $25 show a preference for 
prices a dollar or two below a o or a 5—thus $34 
or $39 was more frequently used than $36 or $41. 


18.2 Seasonal Variation in Retail Prices. 
R. G. D. Allen, Economica, February, 
1954, pp. 1-6. [E.p.] 

During the period, 1950-53, an increasingly 
large number of commodities were freed from 
rationing and price control in Great Britain, 
and seasonal variations in prices began to ap- 
pear again. This article is an attempt to estimate 
the seasonal pattern on the basis of this experi- 
ence since 1950. 

Because prices of some goods, particularly 
manufactured goods, are controlled or have not 
yet shown seasonal variation, the study is largely 
restricted to agricultural products. In most cases, 
the method is to fit a short-run trend (step-func- 
tion in the case of coal and coke; parabolic least 
squares in the case of other items) to the series of 
price index numbers, to average monthly devi- 
ations from the trend, and to express them in re- 
lation to January as o. ; 

In the case of milk, however, only 1953 prices 
are used, and all prices are expressed as an abso- 
lute deviation from the January index, with 
the lowest price for the year assigned an index 
number of 100. Egg prices are available for only 
the last nine months of 1953, and these are as- 
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sumed to vary in accordance with relative move- 
ments during pre-war years but not in overall 
range. 

Results are given for milk and eggs, fish, veg- 
etables and fruit, fuel and light, and all items. 
It is found that the seasonal pattern for milk 
and eggs nearly offsets that for vegetables and 
fruit. The combined effect on the all-items in- 
dex is, therefore, quite small. 


18.3 Trading Stamps in Trouble. Business 
Week, June 12, 1954, pp. 58-62. [s.B.] 


Trading stamps have spread fast over the re- 
tailing business in the past few years but now 
they are running into trouble. Essentially, they 
are price discounts, so the proponents of fair 
trade are out to get them declared illegal on the 
grounds they violate state resale price main- 
tenance laws. Also, some retailers tend to drop 
the stamps as soon as they succeed in drawing 
new business, or because they find the stamps 
cost too much or are too much bother. 

There’s no question that the stamps attract 
customers. A Hartford, Conn. supermarket is 
reported to have boosted its sales a fantastic 100 
per cent in just one month after it started hand- 
ing them out. A Pittsburgh food chain added 
$7-million to its annual volume. Average boost 
is estimated at 20-40 per cent. Stamps go over 
best in rural or suburban districts, especially in 
the Midwest and Southwest; Denver, Detroit and 
Houston are in such a state that merchants are 
engaged in stamp wars, giving out double, triple 
and even quadruple stamp dividends. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 The Applications of Operations Research 
to Industry. Ellis A. Johnson. Chevy 
Chase, Maryland: Operations Research 
Office, The Johns Hopkins University, 
1954. 61 pp. Processed. [E.D.] 


This is a statement by the director of the Op- 
erations Research Office of Johns Hopkins Uni- 
versity about the nature and some of the meth- 
ods of operations research. Some of the analytical 
tools briefly described are probability and statis- 
tics, symbolic logic, theory of value, queuing 
theory, stochastic processes, suboptimization, 
and the theory of games. Occasional references 
are made to problems in market research. 
Among the case histories cited is one involving 
determination of the effect of promotional effort 
on sales. A number of references are noted. 


20.2 Do Persons Lost to Long Term Observa- 
tion Have the Same Experience as Per- 
sons Observed? Theodore J. Bayer, Vin- 
cent Larsen, Albert P. Iskrant, Quentin 
R. Remein. Journal of the American 
Statistical Association, March, 1954, pp. 
36-50. [E.D.] 


While not dealing with a specific problem di- 
rectly related to market research, this study 
throws some light on a research procedure which 
might prove useful in long-term studies of mar- 
ket behavior. 

An attempt was made to determine whether 
persons lost to observation had the same experi- 
ence as those observed in the evaluation of treat- 
ment of syphilis. Two methods of study were 
employed: (1) therapy results in a group of inten- 
sively followed patients were compared with 
results which would have occurred among the 
same patients if intensive methods had not been 
used (i.¢., the results up to the time when in- 
tensive efforts had to be made to obtain observa- 
tion of the patient); and (2) a comparison was 
made between the results of a group of inten- 
sively followed patients and those of another 
group of routinely followed patients. No signifi- 
cant differences in retreatment rates were ob- 
served by either method; i.e., those lost to ob- 
servation had the same experience as those who 
remained under observation. 

These findings should not be applied to ther- 
apy response in other diseases, especially where 
death frequently occurs after observation. The 
authors soberly observe that, in the latter case, 
“it is not at all likely that persons lost to ob- 
servation would have the same experience as 
those observed.” 


20.3 Mathematical, “Linear,” Programming: 
A Nonmathematical Exposition. Robert 
Dorfman, American Economic Review, 
December, 1953, pp. 797-825. [E-D.] 


This is an extremely lucid exposition of the 
main ideas of mathematical programming (some- 
times called “linear programming” or “activities 
analysis”). The presentation is nonalgebraic, in- 
volving only the use of words and graphs. Ex- 
amples and applications are considered, and ref- 
erences are given to the standard works of Koop- 
mans, Charnes, and Dorfman, as well as to the 
specialized works of other contributors. This is 
an excellent introduction to the objectives and 
nature of the currently fashionable mathemati- 
cal programming. 

Mathematical programming, while still con- 
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cerned with the same basic problems of resource 
allocation which have treated traditionally by 
the technique of marginal analysis, focusses at- 
tention upon processes or activities as aspects of 
choice related to the choice of kinds and quan- 
tities of input factors. Hence, to determine op- 
timal levels of productive processes, one ex- 
presses productive relations in terms of processes. 


20.4 Measurement for Economic Models. Stan- 
ley Lebergott, Journal of the American 
Statistical Association, June, 1954, pp. 
209-226. [E.D.] 


Three questions are posed: (1) How nearly ac- 
curate should data be for economic analysis via 
models, especially input-output models? (2) How 
can models be developed to utilize imperfect 
data? (3) How can more nearly accurate data be 
obtained? 

In considering the first question, the author 
prefers that measurements be extended to cover 
additional aspects of economic phenomena 
rather than merely be improved for existing 
series which are fundamentally sound. 

Several suggestions are made for the develop- 
ment of models which will utilize imperfect 
data: (1) examination of the concepts and meth- 
ods underlying the data; (2) questioning models 
which are very sensitive to a single observation; 
(3) evaluation of economic models after empiri- 
cal testing; and (3) setting up check models. 

The author’s proposals regarding his third 
question center around the creation of programs 
for obtaining consistent and reasonably accurate 
benchmark data on business finance, employ- 
ment, and consumer expenditures and finance. 


20.5 The Nature and Significance of Input- 
Output. Robert Dorfman, Review of Eco- 
nomics and Statistics, May, 1954, pp. 121- 
133. [E.D.] 

The author describes the nature of the input- 
output matrix and its analysis. Objectives, char- 
acteristics, methods, and assumptions are ap- 
praised, and it is concluded that the system of 
analysis has more deficiencies than strengths. 
However, the system can be quite useful in 
cases of economic mobilization where the im- 
portant relationships can be comprehended 
within the system and where errors are tolerable. 

While it appears that input-output analysis 
will not supplant traditional methods of study- 
ing industrial and price problems, or replace 
the Walrasian framework, its role is not yet 
clearly defined. 


The article contains a list of selected refer- 
ences on input-output. 


20.6 Principles of Sampling. William G. Coch 
ran, Frederick Mosteller, John W. Tur- 

key. Journal of the American Statistical 
Association, March, 1954, pp. 13-35. [E-D.] 


This paper will constitute Appendix G of 
the authors’ Statistical Problems of the Kinsey 
Report, to be published as a monograph later 
this year by the American Statistical Associa- 
tion. It describes the nature and properties of 
certain kinds of probability samples and prob- 
lems of adjustment. A discussion of systematic 
errors leads to a consideration of the circum- 
stances under which a probability sample should 
be taken and adjustments made of nonproba- 
bility samples. 


21. RETAILING 


21.1 Improving the Performance of Retail 
Food Store Cashiers Through Better 
Training. (Washington: Production and 
Marketing Administration, Department 
of Agriculture, Marketing Research Re- 
port No. 48, June 1953) [c.H.s.] 


This study on training methods to improve 
employee performance was conducted in 
matched stores of two supermarket organiza- 
tions located in eastern metropolitan areas. Re- 
sults indicate that a training system which gives 
cashiers an opportunity to discuss their work, 
to help develop improvements in required prac- 
tices and to participate in a group training con- 
ference can produce superior performance. 

Cashiers whose instruction consisted princi- 
pally of a written memorandum followed a 
suggested new procedure in 60 per cent of the 
customer checkouts. Cashiers given an oppor- 
tunity to discuss the new procedure before 
adopting it followed the new practice in 77 per 
cent of the cases. 

Closer adherence to established procedures 
was obtained from cashiers receiving the im- 
‘proved training than from those getting only 
written instruction. Those given written in- 
struction performed established procedures in 
88 per cent of the cases. Those whose training 
included a discussion of established procedures 
performed correctly in 93 per cent of the cases. 

Courtesy to customers was increased by im- 
proved training. Those participating in the 
training procedure were courteous in 63 per 
cent of the cases; those trained by written 
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memorandum in 49 per cent of the checkouts. 

Cashiers receiving improved training scored 
substantially better on utilization of time than 
did those receiving written instructions. Of the 
ratings given cashiers instructed primarily by 
written memoranda, go per cent were excellent 
and 35 per cent were poor. Of ratings given 
cashiers participating in their instruction, 43 
per cent were excellent and 14 per cent were 
poor. 

Performance of the cashiers receiving the im- 
proved training was better not merely during 
a 4-week period immediately after the training 
was given, but was also better 10 weeks later 
when additional observations were made. More- 
over, these cashiers evidenced positive satis{ac- 
tion with their training. Most of the cashiers 
in the other group were indifferent to written 
instructions they had received. 

Cost of conducting the training program to 
improve employee performance such as the 
system tested in this study is estimated at $10 
per employee trained. Results of the study in- 
dicated that more effective training methods 
would reduce operating costs and improve cus- 
tomer relations. 


21.2 May Company Lets Out Its Belt—Again. 
Business Week, June 5, 1954, Pp. 50-53- 
[s.B.] 


In 1953, the sales of the May Dept. Stores 
Co. reached a record $454-million. It had the 
highest ratio of net profit to sales of any of the 
big department stores. An expansion program 
now in the works is expected to add $50-million 
to the chain’s annual sales by 1956. But. when 
you try to find a May “pattern” in which this 
expansion fits, you run into trouble: there is 
no formula, the kind of store they buy or 
build depends upon the city. 

Autonomy runs throughout the chain—the 
May headquarters office has only 11 people. The 
individual stores may use the central buying 
office in New York but much of their ordering 
is on their own. The operating chiefs of the 
stores sit on the executive committee of the 
parent company and where their own interests 
are concerned, they have things pretty much 
their own way. This loose-jointed system brings 
May what it often rates as its greatest asset: a 
top-notch management. 

The elasticity of the opertaion shows up 
clearly in the current expansion program. Other 
chains are branching all over the lot, too. But 
there are many ways of expanding, and May 
is ready to try them all at the same time,— 


shopping centers, suburban branch stores, even 
downtown stores. However, May has no de- 
signs on New York—they prefer to stick with 
the Middlewest and West, they feel that’s where 
the growth is. 


21.3 Packaging and Displaying Meats in Self- 
Service Meat Markets. (Washington: 
Production and Marketing Administra- 
tion, Department of Agriculture, Market- 
ing Research Report No. 44, June 1953) 
[c.H.s.] 


This report measures productivity of labor 
in packaging and displaying meats in retail 
food stores that have self-service meat markets. 
Labor necessary for packaging and displaying 
meats accounted for more than half of the 
total man-hour requirements in the markets 
studied. Application of selected improvements, 
in methods, materials and equipment, to pack- 
aging and displaying in two typical self-service 
stores increased the productivity of these opera- 
tions 10 and 2g per cent, respectively. It also 
effected a saving of 10.6 and 31.2 man-hours per 
week and reduced materials costs $19.08 and 
$10.20 per week, respectively. 

Among wrapping practices that proved ad- 
vantageous were: (1) using the diagonal wrap 
instead of the square wrap, as the latter method 
requires from 15 to 62 per cent more film; (2) 
using the hand iron rather than the seal plate 
when proper sizes of cellophane are used; and 
(3) holding the hand iron in the hand while the 
various folds are being made in wrapping a 
package. Laying the hand iron down between 
seals requires 10 per cent more time. 

It costs less to package meats in sheet cello- 
phane (material bought already cut into sheets) 
than in sheeted pliofilm (material bought in 
rolls and cut into sheets at the retail store) or 
roll pliofilm at prices prevailing when the study 
was made. Pounds of meat wrapped per pound 
of film used were considerably higher for plio- 
film than for cellophane, because the number of 
square inches per pound of pliofilm was greater 
than that per pound of cellophane. On the 
other hand, labor productivity was greater and 
the film cost per package was lower with sheet 
cellophane than with sheeted pliofilm. 

Studies of rewraps showed the greatest num- 
ber of torn and leaky packages was found when 
cellophane was used and the greatest number 
of discolored packages when pliofilm was used. 
The greatest cause of rewraps was inaccuracy in 
anticipating consumer demands. Installation of 
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proper sizes of boards, trays, and cellophane 
resulted in a saving of 8 per cent in board and 
tray costs and a 19.4 per cent saving in film. 
Cost of processing previously wrapped items 
was about one-fourth of the cost for meats pre- 
pared and packaged in the store. Two labeling 
machines tested proved profitable when 2,000 
or more packages per week were handled. 


21.4 Robot Vendors Bring Profit to Drug and 
Department Stores. Tide, June 5, 1954, 
32. [S.B.] 

In Chicago, Carson Pirie Scott department 
store now sells 1,000 toiletries faster than it 
sold 250 before, making 500-600 sales a day 
with 4 salesmen. The store’s secret is a 58-foot, 
gravity fed, rear-loading automatic vending 
machine. Such robot dispensers did much to 
streamline supermarket merchandising (Food- 
O-Mat), and are now invading drug stores (Drug- 
O-Mat) and department stores (Shop-O-Mat). 

Right now, such gravity-fed vendors, either 
front or rear loading, are available for such 
classifications as housewares, notions, men’s 
wear, accessories, drugs, foods, stationery, and 
infants’ notions. The advantages are many: 
complete and neat appearing displays at all 
times; automatic rotation of stock; maximum 
presentation of stock to both sight and touch; 
a saving of 30 per cent or more of all-too-vital 
floor space; and guaranteed stock control. 


21.5 Sales-Inventory Position of Retailers. 
Clement Winston, Survey of Current 
Business, June, 1954, pp. 12-16, 23. [E.D.] 


This review of retail sales and stocks during 
1953 and the first quarter of 1954 shows that: 
(1) sales in the first quarter of 1954 were two 
per cent below dollar sales in the same months 
of 1953; (2) prices were about the same in the 
two periods; (3) sales of durable goods stores 
were lower in 1954 than in the corresponding 
period of 1953, while sales of nondurable goods 
steres were higher; (4) the general liquidation 
of inventories in the last two quarters of 1953 
and the first quarter of 1954 was not so great in 
retailing as in other areas of the economy; (5) 
even though net inventories did decline some- 
what, however, the average stock-sales ratio 
rose in 1954, chiefly because of durable goods 
stores; (6) by. April, 1954, the stock-sales ratio 
was 2.1; and (7) differences in these trends 
were marked among stores selling different 
commodities and those in different geographic 
areas. 


21.6 Shopping Centers: A Way to More Sales if 
You Know How to Use Them. Tide, 
April 24, 1954, pp. 21-23. [s.B.] 

It is predicted that by 1957, the number of im- 
portant suburban shopping centers will at least 
be double the present 150. Most of the new ones 
will be regional giants, housing a hundred or 
more retailers plus services. Hence, a third of 
the country with about one-half of the buying 
power will be easily reached if (and it’s a big if) 
their products are designed and merchandised 
according to the suburban pattern of living. 

Suburbia demands good styling, high utility 
and a moderate price and it isn’t getting them 
now, say shopping center experts. Manufacturers 
will have to create new lines, middle-styled for 
suburbanites or fail to realize near the market’s 
potential. 

Though no two retailers might agree on the 
ideal one-stop shopping center, most of them 
now believe the giant regional centers—fully de- 
partmentalized “retail cities’—are best because 
of their tremendous drawing power. Eventually 
as many as 12 such centers will ring New York 
alone. The largest now being opened are 114 
million square foot Cross County Center in New 
York’s suburban Westchester County and Mar- 
shall Field’s 114 million square foot Old Orchard 
Center outside of Chicago. 

Allied Stores Corp. is the pioneer of the re- 
gional center movement. Since it built the first 
regional center in the U.S. (Seattle’s Northgate 
in 1951) its credo has been size—they say “for 
dominance in the suburban market, build a 
center to end all centers in the region.” To solve 
the pesky problems of acquiring the depth and 
variety of merchandise, Allied adopted the 
Noah’s Ark principle—two of everything. 

Center merchants are experimenting with 
modified self-help, new type counter displays 
which expose a store’s entire inventory to both 
sight and touch (one store has nothing boxed, 
with wearing apparel being displayed on the 
same shipping racks on which they come from 
the manufacturer), automatic vending and check 


‘out counters for ready-to-wear. The greatest 


challenge facing shopping centre retailers is the 
concept of planned selling on a multi-unit basis. 
In other words, merchants must submerge their 
private interests for the good of the center—a co- 
operative competition. 

Despite the problems, regional center retailers 
are optimistic. Said one “The third owner will 
make a killing.” 
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21.7 State Street vs. Suburbs. Business Week, 
June 26, 1954, pp. 44-48. [s.B.] 

By means of a broad promotional program, 
the State Street Council of Chicago is attempt- 
ing to hold on to the downtown shopping traf- 
fic against the drift to suburban shopping cen- 
ters. They are using a twofold effort: attacking 
the long-run problems (traffic congestion, lack of 
parking facilities infringing slums), on a contin- 
uing basis; while stepping up promotional ef- 
forts, largely through the use of 58 radio spots 
weekly, to keep State Street’s shopping attrac- 
tions before the public. 

One of their first efforts to maintain State 
Street was the installation of a $100,000 street 
lighting system which it is claimed makes State 
Street the best-lighted street in the world. They 
have an Area Improvement Committee to work 
on the long-range problems of transportation, 
parking and housing. This committee initiated 
the program leading to an underground parking 
garage under Grant Park and five city parking 
garages in and around the Loop—these will add 
a total of over 6,000 parking spaces in the down- 
town area. The council helped get legislation 
permitting the city to issue $30-millions in bond 
to finance the parking program and paid for the 
court test that validated the bond issue. 

Despite their attention to parking, the coun- 
cil believes the basic solution to downtown traf- 
fic congestion must come from improved mass 
transportation facilities. So it is now working 
with state, city, county and with the Chicago 
Transit Authority to develop a pattern of mass 
transportation along with access highways. 

The council’s Area Improvement Committee 
is taking an active part in Chicago's slum clear- 
ance and neighborhood conservation programs, 
seeing these activities as a means of maintaining 
downtown buying power. 


21.8 They'll Sell You Almost Anything You 
Ask For—at a Discount. Business Week, 
April 3, 1954, pp. 150-157. Discount 
Houses: Big, National, and Maybe a 
Retail Revolution. Tide, May 8, 1954, 
pp. 18-25; June 5, 1954, pp. 26-27. Ad- 
ventures in Shopping—The Discount 
Houses. Sales Management, June 15, 
1954, 42-49. [S.B.] 

Discount houses are the hottest subject in re- 
tailing today—in several senses of the word; 
thus, the three articles. The Tide article is a 
general discussion of the present position of 
discount houses while the other two stories deal 


with actual cases. The Business Week article 
deals with the establishment of a discount house 
in Westport, Conn., and its modification of dis- 
count operations to local conditions. Sales Man- 
agement reports results of shopping at discount 
houses and the “real” prices on many lines of 
products. 

Tide states that discount houses are growing 
larger and more widespread daily; they may 


mean the end of fair trade and the beginning of - 


a new marketing era. It is estimated that there 
are now 10,000 discount houses who will sell 
$5-10 billion in branded merchandise this year 
for 20% to 50% off list prices. Distributors and 
jobbers selling nationally branded, fair-traded 
products find themselves on the horns of a 
dilemma: To meet a manufacturer’s quotas they 
must sell the discounter, like it or not, and most 
of them don’t since it shaves margins perilously 
thin and angers smaller dealers who threaten 
boycotts. 

It is claimed that the current volume of dis- 
count sales means at least one thing: fair trade 
isn’t working out for appliances and furniture. 
Certainly, uninforced fair trade simply ties the 
hands of the law-biding (or high mark-up, de- 
pending on what side of the fence you sit) 
merchant and gives others license to beat him to 
a fare thee well by cutting fair trade prices. 

Tide forecasts that the discount house opera- 
tion will force appliance manufacturers into 
new models yearly in order to keep retail 
volume at the maximum. One of the usual re- 
tailer’s functions is advertising; the discount 
house is shifting this activity back on the manu- 
facturer who will have to step up his own 
national advertising. The distributor will disap- 
pear from large cities and more and more manu- 
facturers sell directly to discount houses. 


21.9 The Warehouse That Sells Without Bar- 
gains. Business Week, April 24, 1954, 
pp- 48-49. [s.B.] 

An odd reverse twist in retail sales psychology 
is garnering well over $1 million a year for 
Finger Furniture Co., a Houston chain. Ordi- 
narily it’s the bait of slashed prices that lures 
customers to trek through cluttered warehouses. 
But things are different at Finger’s Fabulous 
Warehouse—prices are the same as they are in 
the downtown showrooms. 

The Finger people believe the two major ex- 
planations for the appeal of the warehouse store 
are selection and curiosity. Where the down- 
town showroom might carry a dozen upholstered 
chairs on its floor, the warehouse can display 
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100. If the customer still can’t find what he 
wants, the salesman can take him back to the 
storeroom to look at hundreds more in crates. 
The hundreds of crates and cartons never fail to 
impress customers and seem to put them in the 
right psychological mood to buy. 

In addition to handling a large share of 
Finger’s retail business, the warehouse more 
than pays for itself by lowering selling costs 
5-10 per cent through lower rent, fewer sales- 
men and no display costs. Moreover, it’s a flex- 
ible setup for stocking a variety of lines; it also 
eliminates the trucking headaches involved in 
stocking downtown stores. 


23. SALES MANAGEMENT 


23.1 Company-Wide Team Puts Over 2 New 
Products. J. E. Dyer, Printers’ Ink, June 
18, 1954, pp. 31-33 ff. [s.B.] 

Sinclair Refining Company recently brought 
out two premium products, a gasoline and a 
motor oil. The initiative arose with the market- 
ing department who felt the need for new prod- 
ucts after the close of the Korean War. Product 
research went to work and developed a new 
premium gasoline and a motor oil designed for 
lubricating the new higher-horsepower automo- 
bile engine. 

The basic copy stories to be used in advertis- 
ing these products arose from the reports of 
engineers driving test cars using the gasoline 
and oil. Trade mark names for the new products 
were selected by market research based upon 
word-association tests. In a pilot test, a list of 24 
names was cut down to 5, the final survey 
showed 3 names as specially favored. Final 
choice was based upon the clues given by an- 
alysis of the word associations revealed by the 
surveys. 

The next step was the development of a 
stockpile of promotional and merchandising 
materials and sales training programs. The 
article includes a chart which superimposes the 
time schedule of promotional and advertising 
effort upon the sales curve of the motor oil. It 
is interesting to note that sales after six weeks 
of display rack promotion were at least 40 per 
cent of what was produced by a very heavy ad- 
vertising campaign in a wide variety of media. 
Thus the interested ones came in early and easy. 

This article by the president of Sinclair closes 
with a statement of the effect these successful 
product introductions had on the morale of the 
entire organization—employee turnover is lowest 


in the company’s history and dealer spirit has 
soared. 


23.2 Making Your Sales Figures Talk by 
Charles W. Smith. Small Business Man- 
agement Series No. 8 (Small Business Ad- 
ministration, Washington, D. C.) [c.H.s.] 


As competition becomes keener during the 
next few years, smaller manufacturers especially, 
should—in fact, must—survey their products, 
their markets, and the channels through which 
their products flow to these markets, if they want 
to maintain a profitable business. 

This booklet has been written in order to as- 
sist small businessmen who are aware of pending 
marketing problems and who want to do some- 
thing about them. The booklet seeks to provide 
simple, practical methods of using available in- 
formation. It suggests sources of information 
needed for market analyses, how to analyze sales 
volume, distribution expense, and other phases 
of product marketing, including customers’ com- 
plaints, returned goods, and salesmen’s reports. 

Distribution analysis is the general term that 
is applied to the methods explained in this book- 
let. Distribution, as it is used here, embraces all 
the activities in a manufacturing enterprise that 
are required to move goods from the end of the 
production line to the point of ultimate sale or 
use. 

While distribution analysis methods vary 
widely in their application and complexity, they 
are all basically designed to help executives find 
ways of increasing their companies’ distribution 
efficiency. 

There are a number of basic facts that every 
manufacturer should know about his distribu- 
tion system—facts that will help improve cus- 
tomer service, eliminate unnecessary expense, 
and thereby increase volume and profits. An- 
swering the following three questions should 
provide any manufacturer with the essential in- 
formation: 


1. What distribution services (selling, deliv- 
ery, installation, credit, warehousing, re- 
pair) do potential customers actually re- 
quire? 

2. What activities are involved in providing 
these services? 

3. What is the cost of each distribution ac- 
tivity in terms of the results achieved? 


This booklet is one of a number in the Small 
Business Management Series. Others of interest 
to those in marketing are on the subjects of 
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“Sales Training for the Small Manufacturer,” 
“Design Is Your Business,” and “Better Commu- 
nications in Small Business.” The Small Business 
Administration has also issued a series of man- 
agement aids for small business, a number of 
which are concerned with marketing operations. 


23.3 Selling Costs and Market Potential: Con- 
trols and Guides, American Manage- 
ment Association, Marketing Series #92, 
New York, 1954, 38 pp., $1.25. [R.J.H.] 


A series of articles are included in this pam- 
phlet, including the following: “Trimming 
Waste From Selling Costs,” “Does Your Adver- 
tising Pay?”, “Mining Tomorrow’s Gold,” 
“Achieving More Accurate Sales Forecasts,” and 
“Facts That Spell Our Future Sales.” “Mining 
Tomorrow’s Gold” is a product development ar- 
ticle by C. W. Walton of Minnesota Mining and 
Manufacturing Company. Walton discusses com- 
pany objectives and philosophy that must be de- 
fined and understood prior to a firm’s undertak- 
ing major product development. Organization 
and coordination of product development are 
also discussed at some length. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Investment Programs and Sales Expecta- 
tions in 1954 by Murray F. Foss, Survey 
of Current Business, March, 1954. (U. S. 
Department of Commerce, Washington, 
D. C.) [c.H.s.] 


If businessmen adhere to plans reported in 
late February and early March, expenditures on 
new plant and equipment this year should be al- 
most as high as in 1953. To judge by these re- 
plies, total capital outlays of American business 
exclusive of agriculture should amount to $27.2 
billion in 1954, a projected decline of 4 per cent 
from the 1953 figure. Lower expenditures are an- 
ticipated by all major industry groups except 
mining and commercial firms. The largest de- 
clines are anticipated by railroads, down by 28 
per cent, and by durable goods concerns, down 
10 per cent from 1953. 

For the first quarter of this year, capital ex- 
penditures are estimated on a preliminary basis 
to have exceeded the amount spent in the first 
three months of 1953 by 5 per cent. Outlays in 
the second quarter, however, are expected to fall 
below year-ago levels. 

Indicative of the generally optimistic attitude 
of American business is the expectation by man- 
ufacturers of a 1954 sales dip of only 3 per cent 


from their 1953 rates. Utilities expect a 10 per 
cent increase in business (though the margin 
over last year has narrowed since the survey was 
made) and nondurable goods industries a 3 per 
cent rise, whereas durable goods producers are 
pessimistic—they expect a decline of 8 per cent. 


24.2 Market Analysis of the Motel Industry. 
American Motel Magazine, Five South 
Wabash Avenue, Chicago 3, Illinois, 
1954, 28 pp. [R.J.H.] 

The motel business is now big business. A 1953 
census of motel operation released by the Ameri- 
can Motel Magazine’s Research Department 
shows that motel income in 1953 amounted to 
$1.5 billion. 85 per cent of the income came from 
rentals and 11 per cent from food sales. The 
number of motels increased to 50,576 in 1953, 17 
per cent higher than in 1950. The number of 
units were increasing 20 per cent during the 
same period while a calculation shows that the 
number of clientele increased only 15 per cent 
from 1950 to 1953. 


24.3 Market for High-Fidelity Equipment, 
Esquire, 488 Madison Avenue, New York 
22, 1954. [R.J.H.] 

A series of three reports have been published 
by the Esquire marketing research department, 
all having to do with home appliances or equip- 
ment. One was concerned with high-fidelity 
equipment and the others had to do with air 
conditioners, etc. The hi-fi report points out that 
in 67.5 per cent of the purchases the husband 
brought up the idea and in 65.5 per cent of the 
cases he made the actual decision to buy. Other 
responses indicated the importance of the hus- 
band in the purchasing of hi-fi equipment. In 
the case of dishwashers, though, only 37.0 per 
cent of the purchases originated with the hus- 
band’s initial suggestion. 


26. STATISTICAL DATA 


26.1 Census Bureau Pretest of Retail Inven- 
tory Survey. Bureau of the Census, De- 
partment of Commerce, Washington, 
D. C. [c.1.s.] 


The Bureau of the Census is undertaking a 
pretest, starting in April, to determine the feasi- 
bility of collecting inventory value statistics on a 
monthly basis from retail establishments. Present 
monthly statistics on the value of retail inven- 
tories are projections of year-end data based pri- 
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marily on monthly statistics for department 
stores and chain stores. The main deficiency is 
the virtual absence of monthly information re- 
lating to small firms, which are of particular im- 
portance in retail trade. 

The new retail inventory survey pretest will 
attempt to obtain inventory information from a 
subsample of the Census Bureau’s regular 
sample for its monthly retail trade surveys. For 
the present, the test will be limited to kinds of 
business for which inventory changes are highly 
significant and for which no comprehensive 
source of inventory information now exists. The 
businesses to be covered are stores in the ap- 
parel, furniture-furnishings-appliances, and lum- 
ber-building-hardware groups and jewelry stores. 

It is expected that it will be necessary to col- 
lect the inventory data on a test basis for a pe- 
riod of three to four months before definite con- 
clusions can be reached as to whether monthly 
collection of inventory data from retail establish- 
ments is feasible. If the feasibility is demon- 
strated, the groundwork will be laid for the ad- 
dition, if resources permit, of inventory data to 
the sales statistics for retail trade now collected 
and published monthly by the Census Bureau. 


26.2 Census Bureau Survey of Multiunit Com- 
panies. Bureau of the Census, Depart- 
ment of Commerce, Washington, D. C. 
[C.H.S.] 


The Bureau of the Census, in collaboration 
with the Bureau of Old-Age and Survivors In- 
surance, is conducting a survey of selected mul- 
tiunit companies in order to improve the statis- 
tics published in “County Business Patterns.” 

About 40 per cent of the employment covered 
under old-age and survivors insurance is re- 
ported by employers with significant numbers of 
employees in more than one county or more 
than one kind of business. Because of the impor- 
tance of the employment and payrolls of multi- 
unit concerns, it has been necessary to obtain 
reports for each of their county-industry activi- 
ties. A voluntary reporting system, developed by 
the BOASI with the cooperation of employers, 
has yielded extensive county-industry break- 
downs of the multiunit employment and pay- 
rolls. For multiunit concerns which did not pro- 
vide such detail, supplementary operations had 
to be conducted to get the breakdowns in past 
publications of “County Business Patterns.” In 
these instances, primary use was made of distri- 
butions of individual employees shown on the 
tax report and of breakdowns reported in vari- 
ous Census surveys. This indirect way of dealing 


with the problem left room for improvement in 
the procedures and in the accuracy of the statis- 
tics. 

A special mail survey of multiunit companies 
whose tax reports on Form 941 were not directly 
suitable for use in preparation of the 1953 
“County Business Patterns” was considered most 
appropriate, and is now under way. 


26.3 Distribution Data Guide. Office of Distri- 
bution, Department of Commerce, Wash- 
ington, D. C. [c.H.s.] 


The Department of Commerce, through its 
Office of Distribution, has recently released the 
first issue of its new monthly, “Distribution Data 
Guide.” Each issue will include a carefully se- 
lected listing, brief annotation, and comments 
on use, for each of the important Government 
and private publications received by the Office 
and added to its Distribution Library during the 
preceding month. Such listings will include pri- 
marily major publications and reports and sig- 
nificant articles containing basic information 
and statistics for use in market research, mer- 
chandising, sales promotion, advertising, etc. 

Copies of the Guide will be distributed free 
upon request during a preliminary period, after 
which it is anticipated that the service will be 
placed on a regular subscription basis. 


26.4 The Functional Distribution of Income in 
the United States, 1850-1952. D. Gale 
Johnson, Review of Economics and Sta- 
tics, May, 1954, pp. 175-182. [E.p.] 

Employee compensation has increased its im- 
portance in national income from 55 per cent in 

1900-09 to 64 per cent in the 1940’s. However, if 

labor’s share of entrepreneurial income is added, 

the increase was less—from 69 per cent to 75 per 
cent. This increase appears to have been due to 
the exclusion of income from government prop- 
erty, the decline in farm employment (with less 

increase in money returns to property), and a 

shift from capital intensive industries to less cap- 

ital intensive industries. 
Considerable attention is directed toward the 
problems of estimating distributive shares. 


26.5 1950 Census Map Portfolio. Bureau of the 
Census, Department of Commerce, Wash- 
ington, D. C. [c.1.s.] 


A “Portfolio of United States Census Maps, 
1950” has been issued by the Bureau of the Cen- 
sus, making available for ready reference a selec- 
tion of 99 maps and charts used in the publica- 
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tions of the 7950 Census of Population and 
Agriculture. Two pocket maps are also included: 
“United States, Population Distribution, Urban 
and Rural, 1950”; and “United States County 
Outline Map, 1950.” 

The portfolio is 1114 x 1414 inches, and is 
bound in buckram. Copies may be purchased at 
$4.00 each, from the Superintendent of Docu- 
ments, Government Printing Office, Washington 
25, D. C. Small or enlarged prints of the maps in 
the portfolio are available at cost. 


26.6 1954 Survey of Buying Power. Sales Man- 
agement, May 10, 1954. [S.B.] 


This is the silver anniversary edition of the 
Survey of Buying Power. New features of the 
1954 Survey are measures of urbanzed popula- 
tion, a new listing of “potential” metropolitan 
areas, and complete income distributions for 
each county. 

In a very interesting section (pp. 40-49), Dr. 
Jay Gould, research director of the Survey, dis- 
cusses the use of the population deta, income dis- 
tributions, urbanized population data and retail 
information in the determination of quotas. 
There are also 38 thumbnail sketches on how 
typical companies in a wide variety of lines use 
the Survey—the three most frequently men- 
tioned results of use of the Survey are: choosing 
markets for more intensive cultivation, fixing 
quotas of salesmen; and allocating advertising 
funds between markets. 

Lest anyone forget, the Survey of Buying 
Power presents data on industrial potentials, 
farm market data, wholesale sales, and then pop- 
ulation, income and retail sales data in 7 store 
groups for cities, counties, metropolitan areas 
and states. 


26.7 Population Growth in Standard Metro- 
politan Areas. Housing and Home Fi- 
nance Agency (Washington, D. C.) (Done 
by the Scripps Foundation for Research 
in Population Problems under Contract 
with the HHFA’s Division of Housing 
Research) [c.H.s.] 


The present monograph, the first in a series of 
nine, should prove to be valuable to workers in 
the market research field since it re-establishes 
the continuity lost by the Census Bureau's shift 
in 1950 from metropolitan districts to standard 
metropolitan areas. Working from the 168 stand- 
ard metropolitan areas for 1950 the study has 
reconstructed comparable population statistics 
by decades for the entire period 1900 through 


1950. For each of the 168 areas data are pre- 
sented showing for each decade the population 
for the central city as well as for the urban and 
rural rings. 

Since 1900, while the population as a whole 
has doubled, the population of Standard Metro- 
politan Areas has increased 314 times. About 
two-thirds of this extraordinary growth in Stand- 
ard Metropolitan Areas has occurred in 52 areas 
which under the present Census criteria would 
have been Standard Metropolitan Areas in 1900. 
One-fifth resulted from reclassification of areas 
from non-metropolitan to metropolitan while 
the balance reflects the growth of reclassified 
areas after the time of their reclassification. 

Of especial import to those engaged in the 
evaluation of future markets is the study’s dem- 
onstration of the fact that the less rapid rate of 
growth in central cities which is so prevalent to- 
day, actually first began to become apparent in 
some of the largest areas as far back as 1910. 

Copies of this monograph are on sale at the 
Superintendent of Documents, Washington, 
D. C., at 55 cents each. The remaining eight 
monographs in this series, which will deal with 
such matters as trends in the distribution and 
redistribution within metropolitan areas of re- 
tail trade, manufacturing, service establishment, 
and wholesale trade as well as with changes in 
the composition of the population in Standard 
Metropolitan Areas, will be published by the 
Scripps Foundation. 


26.8 Review of Bureau of the Census Programs. 
Bureau of the Census, Department of 
Commerce, Washington, D. C. [c.1.s.] 


The final report of the Intensive Review 
Committee, entitled “Appraisal of Census Pro- 
grams,” was made public by the Secretary of 
Commerce on March 1. The report presents the 
findings and recommendations of the nine-man 
committee, headed by Ralph J. Watkins, Di- 
rector of Research for Dun and Bradstreet, ap- 
pointed last fall by the Secretary of Commerce 
to appraise the policies, procedures and pro- 
grams of the Census Bureau. 

In the course of its rapid and intensive re- 
view, the committee consulted with Federal 
agencies and conducted a survey of national 
business organizations, trade associations, farm 
and labor organizations, and professional asso- 
ciations on uses of Census data. In addition, 
surveys were made for the committee by the 
American Marketing Association and the Trade 
Association Department of the Chamber of 
Commerce. Eleven panels of informed specialists 
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were set up to submit recommendations to the 
committee on specific programs. 

In its report the committee recommends that 
complete censuses of manufactures and mineral 
industries and of retail, wholesale and service 
trades be taken as soon as feasible; that no ad- 
ditional funds be requested for a transportation 
census pending further review; that a complete 
census of agriculture be taken for the crop year 
1954 as authorized by the Congress; and that a 
complete census of State and local governments 
be taken in 1956 covering 1955. 

In addition, the committee suggested that the 
current statistics program be strengthened, par- 
ticularly the “Current Population Survey” and 
the foreign trade statistics. It also suggested that 
current data on housing and construction be 
improved or developed with particular reference 
to the “fix-up” market—repair and rehabilita- 
tion of residential properties. 

The Committee favored a census of business 
“with a reasonably complete enumeration” 
every five years, as now authorized, covering 
wholesale, retail, and service trades. It asked 
that legislation and funds be requested to con- 
duct in 1955 on 1954 data the census of business 
now authorized for 1954 on 1953 data. “It is 
too late to prepare for a census covering the year 
1953." Cost, about $9,000,000. 

It also recommended that the next census of 

business make maximum use, for reasons of 
economy, of information from tax returns to 
the Internal Revenue Service and the Bureau 
of Old-Age and Survivors Insurance. 
'.In other recommendations on business, the 
Committee called for continued efforts to im- 
prove the quality and timeliness of the present 
current annual or monthly wholesale and re- 
tail sales reports secured through sampling sur- 
veys; continuance of the publication “County 
Business Patterns” from Social Security records 
on a biennial! basis, and development of suitable 
inventory figures for types of stores not covered 
by the Federal Reserve System. 

Copies of “Appraisal of Census Programs” 
may be purchased from the Superintendent of 
Documents, Government Printing Office, Wash- 
ington 25, D. C., at 45 cemts a copy. 


26.9 Size Distribution of Income Since the 

Mid-Thirties. Selma Goldsmith, George 

Jaszi, Hyman Kaitz, Maurice Liebenberg. 

Review of Economics and Statistics, Feb- 
ruary, 1954, Pp. 1-32. [E.D.] 

Four members of the National Income Divi- 

sion, United States Department of Commerce, 


explain in this paper the procedures they fol- 
lowed in making income distribution data from 
earlier studies comparable to the recently pub- 
lished 1944-1950 data of the Office of Business 
Economics, describe changes in distribution of 
before-tax income, and compare the impact of 
federal individual income taxes in a prewar and 
postwar year. 
Between 1935-1936 and 1950: 


(1) Aggregate personal money income tripled; 
aggregate personal real income doubled; and 
average personal real income per consumer unit 
(roughly, household) increased about 50 per 
cent. 

(2) Consumer units with less than $1,000 de- 
creased from 4o per cent of all units to 8 per 
cent, while in constant (1950) dollars, they de- 
creased from 20 per cent to 8 per cent. Consumer 
units with $5,000 or more increased from 3 per 
cent of all units to go per cent, while in constant 
(1950) dollars, they increased from 10 per cent 
to 30 per cent. Changes in income distribution 
were greater between 1935-1936 and 1944 than 
between 1944 and 1950. 

(3) Lorenz curves show a shift toward greater 
equality, with major changes in the share of up- 
per income groups and with little change after 
1944. The income share of the top quintile de- 
clined from 52 per cent to 46 per cent during this 
period, with the heaviest loss for the top one ‘per 
cent. This “loss” resulted in “gains” to all other 
shares. 

(4) The Gini concentration ratio (the area be- 
tween the Lorenz curve and the line of equality 
divided by the total area under the line of 
equality) decreased about 14 per cent. 

(5) A comparison of mean incomes for each 
quintile also shows that “high” quintiles had 
smaller percentage -increases than did “low” 
quintiles. 


Attention is also directed toward methods and 

results of analysis of family composition of quin- 
tiles and source of income (wages, rent, interest, 
etc.). The results of this study are compared with 
those of Kuznets’s study. 
' After a detailed consideration of tax rates in 
1941 and 1950, income distribution in the two 
years, and price changes, the authors conclude 
that the distribution of average income in 1950 
dollars by quintiles showed a 42 per cent in- 
crease in the average income of the lowest quin- 
tile versus a 2 per cent decrease in the highest 
quintile. 

Limitations of the data, methods, and findings 
are discussed in considerable detail. 
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26.10 Technical Aspects of ‘Transportation 
Flow Data. R. Tynes Smith III, Journal 
of the American Statistical Association, 
June, 1954, pp. 227-239. [E.D.] 

This paper discusses technical aspects of two 
problems relating to the one per cent sample of 
rail carload waybills currently being secured by 
the Interstate Commerce Commission. One con- 
cerns the selection of the sample itself. The other 
involves the use of sample information for esti- 
mating a desired statistic. The discussion shows 
that by proper selection and adjustment of the 
sample and by checking completeness and ac- 
curacy, one can use regularly published waybill 
statistics to obtain -ransportation data. Several 
methods for estimating the standard deviations 
of sample findings are developed. 


27. STORAGE 


27.1 Warehouses Out. Business Week, April 10, 
1954- 133. [S.B.] 

J. C. Penney Co. has decided that it doesn’t 
pay to do your own warehousing these days. 
Thanks to changes in distribution, they feel it is 
cheaper to have manufacturers ship directly to 
their stores. Penney closed its New York ware- 
house, handling dresses and coats, last July and 
closed its St. Louis warehouse, handling shoes 
mostly, in April. 

Because of the spread of branch plants, stores 
are no longer very far from their sources of sup- 
ply. The speedup in transportation via trucks 
and planes has meant orders move faster than 
ever before. 

Another big factor is the change in the way 
stores do business. Style obsolescence has become 
more and more important, particularly in wear- 
ing apparel. Store managers like to keep up with 
consumer taste, so they prefer to order more 
often and in smaller lots. 

Since it closed its New York warehouses, Pen- 
ney handles dresses this way: Buyers scour the 
markets, send pictures of new models to the 
stores, which sometime specify the fabric they 
want. The central buyers then collect the orders 
and tell the manufacturers where to ship. 


29. THEORY OF MARKETING 


29.1 Consumer Expectations and the Consump- 
tion Function. Leo Fishman, Southern 
Economic Journal, January, 1954, pp. 
243-251. [E.D.] 

This article reviews theoretical and empirical 
studies of the consumption function and pleads 


repeatedly for recognition and study of con- 
sumer expectations as an influence upon con- 
sumption expenditures. The author laboriously 
arrives at the conclusion that “it seems highly 
likely that it is because of the neglect of [con- 
sumer expectations] that all the work done in 
this field has not yet produced an accurate fore- 
cast of the level of consumer expenditures or a 
satisfactory method for preparing such a fore- 
cast,” but he does not prove this conclusion 
empirically nor too satisfactorily theoretically. 


29.2 Countervailing Power, John K. Galbraith. 
The Economist Plays with Blocs, George 
J. Stigler. Competition and Countervail- 
ing Power, John P. Miller. Discussion, 
David McCord Wright, Frank J. Kottke, 
M. A. Adelman. American Economic Re- 
view, May, 1954, pp. 1-34. [E.D.] 

These papers constitute a critical appraisal of 
the Galbraith thesis that “countervailing power 
emerges in response to the monopolistic and 
especially the oligopolistic organization of indus- 
tries, and this power is exercised in such a way 
as to preserve the economy from undue exactions 
and restraints” (Stigler). Mr. Galbraith defends 
his thesis against its critics. 

Mr. Stigler concludes that there is no general 
tendency for new oligopolies to appear in juxta- 
position to established oligopolies. It is more 
likely that they will be established in competi- 
tive areas than that they will seek to share mo- 
nopoly profits in noncompetitive areas. And why 
should bilateral oligopoly eliminate rather than 
redistribute monopoly gains? 

Mr. Miller expresses preference for a policy 
directed toward the maintenance of competition 
and of reasonable stabilization of effective de- 
mand rather than toward dependence upon 
countervailing power. 


29.3 Demand Analysis. H. S. Houthakker, Jour- 
nal of the American Statistical Associa- 
tion, March, 1954, pp. 88-96. [£.p.] 


This is a review of Herman Wold, in associa- 
tion with Lars Jureén, Demand Analysis: A 
Study in Econometrics (New York: John Wiley 
and Sons; Stockholm: Almquist and Wiksel, 
1953; 358 pp.) in which the author comments 
somewhat critically on an admittedly provoca- 
tive work. 

Both the economic theory and statistical meth- 
ods are the object of somewhat detailed com- 
ment by Mr. Houthakker, who regards the vol- 
ume as “essentially an admirable statement of 
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the opinions and methods favored by one expert 
for his own research interests.” 


29.4 Liquid Assets and the Consumption Func- 
tion. Morris Cohen, Review of Economics 
and Statistics, May, 1954, pp. 202-211. 
[E.D.] 

The role of liquid assets in consumer decisions 
to spend and save is examined, first, through a 
review of the theoretical analysis of the impact 
of liquid assets on consumption and investment 
and, second, through an analysis of empirical 
data on assets and consumer spending and sav- 
ing. 

The “Pigou effect” (the influence of a declin- 
ing price level on the real value of money assets 
and on spending-saving decisions), the “Lerner 
effect” (the role of increased credit-created liquid 
assets on spending decisions), and the “Keynes 
effect” (the effect of the amount of assets on pri- 
vate investment) are discussed, with emphasis 
upon the Pigou-Lerner effect. 

Detailed examination of the data from the 
postwar Surveys of Consumer Finances reveals 
the extent to which liquid asset holdings were or 
were not related to consumer expenditures of all 
consumers, of particular consumer groups, and 
in particular years. It is concluded that the effect 
of liquid assets on consumer behavior must be 
appraised against the background of particular 
historical events before any general conclusions 
can be reached. 


29.5 Toward a Theory of Industrial Markets 
and Prices. Richard B. Heflebower, 
American Economic Review, May, 1954, 
pp- 121-139. [E.D.] | 

This is an attempt to formulate a tentative 
theory about market structure and price forma- 
tion in industrial sectors where fewness of par- 
ticipants and differentiation are usual attributes. 

An adequate theory should be (1) historically re- 

lated, in the sense that technological, organiza- 

tional, and public policy influences are assumed; 

(2) able to explain why the market is as it is; (3) 

dynamic, because market structure, technology, 


and techniques of interfirm rivalry are poten-: 


tially variable; and (4) able to explain economic 
choice among other variables than merely cost- 
price-output. 

The argument embraces three general points. 
First, by an historical process, a state of balance 
is achieved in industrial markets which is not 
easily disturbed. Each firm settles into a place in 
the market. Second, the degree to which this bal- 
ance is optimal is determined by consideration of 


the economic attributes of equilibrium—entry 
and the character of competition. Third, in such 
markets, factor price movements tend to be re- 
flected in corresponding price changes, but de- 
mand changes are not reflected in price changes. 

The author believes that industrial markets 
approach the ideal more closely than the litera- 
ture on monopolistic competition, oligopoly, 
and concentration would indicate. 


29.6 Vertical Equilibrium under Pure Com- 
petition. Lawrence Abbott, American 
Economic Review, December, 1953, pp. 
826-845. [E.D.] 

This paper develops the concept of “pure 
quality competition,” in contrast to “pure com- 
petition,” and demonstrates, through model 
analysis, the kinds of behavior and adjustments 
made in markets where there exists vertical 
quality competition. Vertical quality competi- 
tion occurs between “higher” and “lower” prod- 
ucts which have both (1) consumer preference 
(for the “higher” quality good), and (2) higher 
costs (for the “higher” quality good). Other 
forms of quality competition—horizontal quality 
competition and innovational competition—are 
not considered in this paper. 

It is shown that in both short-run and long- 
run market situations, vertical quality competi- 
tion performs essentially the same functions as 
price competition. Hence, an analysis of mar- 
kets of oligopoly which fails to consider quality 
competition is based on incomplete data. 


Publications Received (D. A. R.) 
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Publishing Co., Philadelphia, Pennsylvania. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: KENNETH J. Curran, Colorado College 
RALPH L. WESTFALL, Northwestern University 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS . 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


Il. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Non-Advertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. United Shoe Machinery Corporation v. 
United States, 74 S. Ct. 699 (May, 1954). [K.J.c.] 


On May 17th, 1954, the Supreme Court in a 
one sentence ruling upheld the findings and de- 
cision of the District Court (Mass.) which on 
February 18, 1953, had found the United Shoe 
Machinery Corporation guilty of monopoliza- 
tion (110 Fed. Supp. 295). Thus the Government 
won a considerable victory in one of the classical 
antitrust battles, for United Shoe and Uncle 
Sam have been locked in combat repeatedly 
since September, 1911, when Sidney W. Wins- 
low, the President of the Corporation, was in- 
dicted on a charge of monopolizing the shoe 
machinery business by effecting the original 
combination which had led to the formation of 
United Shoe Machinery. A review of the District 
Court’s decision appears to be in order not only 
because of the historical interest of the case but 
because the Court’s decision, now approved by 
the Supreme Court, throws new light on the 
legal status of compulsory leasing—a practice 
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involved in relatively few antitrust cases in the 
past. Hartford Empire Co. (CCH 4 57,571 
[1947]), American Can Co. (87 Fed. Supp. 18 
[1949]), and Continental Can Co. (CCH 4 
62,680 [1950]) have been forced by the courts to 
abandon compulsory leasing and to offer their 
machines for sale as well. The practice is also 
involved in the current antitrust suit pending 
against International Business Machines Corpo- 
ration. 

United Shoe Machinery was organized in 
1899 by the merger of the major companies in 
the industry. In 1911 the Government brought a 
criminal prosecution against the president 
charging that the combination violated the 
Sherman Act, but the Supreme Court ruled that 
the merger was legal, largely because the motive 
for the combination appeared to the Court to 
have been the search for efficiency and because 
the products of the companies combined had 
been more complementary to each other than 
competing (United States v. Winslow, 227 U.S. 
202 [1913]). A civil action was brought by the 
Government against the Corporation in the same 
year and this too resulted in a victory for United 
Shoe (247 U.S. 32 [1918]) the complaint had 
emphasized not only the illegality of the com- 
bination but the undesirability of the leasing 
and tying practices of the Corporation. Leasing 
rather than sale had been the custom of the in- 
dustry ever since the Civil War when the in- 
dustry was born. This practice had originally 
been adopted to overcome the lack of capital 
by small shoe manufacturers and to enable them 
to acquire machinery on terms they could af- 
ford. In the hands of the powerful United Shoe 
Machinery Corporation, however, the lease 
coupled with a tying provision to the effect that 
the leased machinery could only be used in con- 
junction with other machinery secured from 
United, erected a barrier against the growth of 
United’s competitors. The Supreme Court 
nevertheless found that the lease and tying pro- 
visions were a valid exercise of the Corporation’s 
rights. In the meantime, however, the Clayton 
Act had been passed specifically outlawing sucb 
tying practices, and as a result the Government 
won a third case which, although it outlawed 
tying provisions in the leasing contracts, left the 
Company free to pursue a policy of leasing if 
it wished (258 U.S. 451 [1922]). In spite of the 
elimination of the tying practices, the passage 
of the years seemed to do little to lessen United's 
control over the industry, and in December, 
1947, the Government brought a civil suit which 
resulted in Judge Wyzanski’s decision of Febru- 


ary, 1953, with which we are here concerned. 

In the suit filed in 1947, the Government 
charged that United had monopolized three 
separate fields—shoe machinery, certain shoe 
factory supplies such as nails, tacks and eyelets 
and, finaily, tanning machinery. As a remedy, 
the Government sought not only an injunction 
against certain business practices but the dis- 
solution of the Company into competing parts. 

The basic complaint against United was the 
charge that it monopolized the shoe machinery 
business, for whatever strength it enjoyed in the 
shoe factory supply and tanning machinery in- 
dustries was a by-product of its dominant posi- 
tion in the first field. 

United sold, according to the Court, 75 to 85 
per cent of all shoe machinery. The Court felt 
that such a per cent of the market was enough 
to constitute illegal monopolization, unless the 
Company’s dominant position arose innocently 
from such things as the superiority of its prod- 
ucts, economies of scale, research and natural 
advantages rather than from barriers erected by 
deliberate and avoidable business policies. This 
was the issue as the Court saw it and as it in- 
terpreted recent precedents, particularly the 
Alcoa decision of 1945. 

According to the Court, United’s power had 
arisen from three major sources—“the original 
constitution of the company, the superiority of 
United’s products and services, and the leasing 
system.” The first two explanations were inno- 
cent but the last made United’s dominant posi- 
tion illegal in the eyes of the law. Through 
compulsory leasing, United had raised barriers 
to competition that were deliberate and avoid- 
able. 

The most important part of Judge Wyzanski’s 
opinion, thus, is his ruling with respect to com- 
pulsory leasing—a policy whereby the company 
concerned insists on leasing and refuses to sell 
its machines. This policy is in no way illegal 
per se, for Judge Wyzanski merely held that a 
dominant position achieved by such a device 
puts the firm outside the law. There is nothing 
in his decision to lead to the conclusion that 
compulsory leasing by a firm not in a dominant 
position would run into difficulties and it is even 
possible that a dominant firm, such as United, 
might employ compulsory leasing in a way not 
to exclude competitors, and hence legally, al- 
though this matter is open to some question 
as will be seen in a moment. 

The compulsory leasing of United, then, was 
condemned by the Court because it excluded 
competition as it was practiced and contributed 
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to the growth of the Company’s dominant posi- 
tion. United leased its machines for ten year 
periods and the substitution of competitors’ 
machines was discouraged by a return charge 
which was reduced to insignificance if the 
machine was kept for the full period of the 
lease. The supplementary use of competitors’ 
machines was also discouraged by the require- 
ment that the lessee must use United’s machines 
to full capacity if work was available. United 
also insisted on servicing its leased machines, 
which prevented the growth of independent 
servicing organizations and thus complicated 
life for competitors by forcing them to provide 
servicing for their machines too. 

It would appear, then, that even a dominant 
firm such as the United Shoe Machinery Corpo- 
ration might employ compulsory licensing and 
still stay within the law if it eliminated some of 
these supplementary practices. However, there is 
some doubt about that conclusion, for in order- 
ing United to offer all of its machinery for sale as 
well as for lease, the Judge expressed the opinion 
that the greatest benefits arising from this meas- 
ure would be secured only in the course of time, 
for the sale of machines would ultimately result 
in the development of the competition of a sec- 
ond hand market and would aid United's com- 
petitors by enabling them to secure United's ma- 
chines for study and so assist them to copy un- 
patented features. Compulsory leasing obviously 
might have an adverse effect on competition in 
these connections even though the lease stipu- 
lated nothing more than the rental charge and 
was unaccompanied by supplementary provi- 
sions of the type employed by United. _ 

To remedy the illegal position of United Shoe 
Machinery Corporation, the Court ordered it to 
shorten the period of its leases, eliminate their 
restrictive provisions, segregate its charges for 
the rental of its machines from service charges, 


offer all of its machines for sale as well as for 


lease, open up its patents on reasonable royal- 
ties, divest itself of some of its subsidiaries’ man- 
ufacturing shoe factory supplies, and cease dis- 
tributing some supplies manufactured by others. 
The Government's request to dissolve United's 
shoe machinery business into three competing 
parts was rejected as impractical because manu- 
facturing was conducted within a single plant. 


C. Market Exclusion Tactics 


1. Victor Patrizi v. L. L. McAninch, 269 
S.W.2d 343 (Texas Sup. Ct., June, 1954). [K.J.c.] 


This decision may be of some interest to stu- 


dents of marketing practices, although it merely 
interprets the Texas antitrust statute. 

McAninch sold a patented frozen custard 
making machine to Patrizi for use in Beaumont, 
Texas, in which city the latter was assigned an 
exclusive area, McAninch agreeing not to sell or 
lease other machines for use there. Patrizi paid 
three thousand dollars cash for the machine and 
agreed to pay a royalty based on the amount of 
custard mix used in the machine. He likewise 
agreed not to use the machine outside of Beau- 
mont or dispose of it to anyone else for use out- 
side. 

A majority of the Court ruled that both Mc- 
Aninch’s commitment not to permit others to 
use similar machines within Beaumont and Pa- 
trizi’s agreement not to dispose of his machine 
for use outside the City violated the Texas anti- 
trust statute which prohibits agreements that 
“may tend to create or carry out restrictions in 
trade and commerce.” (However, the Court held 
that if the machine had been leased to Patrizi, 
rather than sold, it would have been within the 
patentee’s rights to control its use.) McAninch’s 
suit to recover unpaid royalties from Patrizi was 
rejected because the Court found that the royal- 
ties -vere in payment for McAninch’s illegal com- 
mitment not to dispose of machines to others for 
use within Beaumont, and were not a part of the 
purchase price of the machine, as McAninch had 
argued. The Court held inapplicable a saving 
clause in the contract to the effect that neither 
party meant to violate the law but that if any 
part of the contract was found to be unlawful 
that part was inoperative, but the rest of the 
contract, including the provision for the pay- 
ment of royalties, would stand. To give effect to 
this saving clause under the circumstances would 
nullify the antitrust statute by permitting Mc- 
Aninch to reap a reward from its violation. The 
impression given by the decision, however, is 
that had the royalty payments been a part of the 
purchase price of the machine rather than a quid 
pro quo for McAninch’s illegal commitment, 
they would have been severable from the illegal 
parts of the contract, and therefore would have 
been collectable. 

Two judges dissented because they thought 
that the royalties were a part of the purchase 
price of the machine and were severable from 
the illegal portions. Saving clauses such as con- 
tained in the contract in question were, to them, 
perfectly proper. 
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II. REGULATION 
ACTERISTICS 


OF PRODUCT CHAR- 


A. Product Standards 


1. United States v. Samuel Fishman and 
Anshel Fishman, CCH 4 67,699 (D.C.S.D. N.Y., 
March, 1954). [R-L.w.] 


This is the first court case brought under Sec- 
tion 6(b) of the Wool Products Labeling Act. 
This section requires manufacturers of wool 
products to record the fiber content of all wool 
products and to maintain the records for at least 
three years. Failure to do this is subject to a pen- 
alty of $100 a day for each day of such failure. 

Defendants claimed they did not have to pro- 
duce the records because of constitutional pro- 
tection against self-incrimination. The Court 
held that records required by law are public 
documents and, hence, are not subject to this 
immunity. 

Since the defendants were charged with fail- 
ure to keep the required records over a period 
of 50 days, a penalty of $5,000 was sought. A 
compromise offer of $1,000, however, was ac- 
cepted by the government. 


2. The Hale Act, Public Law 335. [R.L.w.] 


The Hale Act, an amendent to the Federal 
Food, Drug, and Cosmetic Act, was signed by the 
President, April 15, 1954. It is designed to in- 
crease the efficiency with which new regulations 
can be adopted. 

Under the old law when a new regulation (for 
example, a food standard) was established, every 
provision had to be based on evidence received 
at formal hearings. The new law permits the Sec- 
retary of Health, Education, and Welfare to 
publish a proposed regulation. If anyone wishes, 
he may file an objection to any part of the regu- 
lation within thirty days. Formal hearings are 
then held only on those provisions of the pro- 
posed regulation which are subject to contro- 
versy. 


B. Product Quality 


1. United States v. 449 Cases of Tomato 
Paste, 212 F.2d 567 (CCA 2, April 22, 1954) 
[R.L.W.] 


Section 402 (a) (3) of the Federal Food, Drug 
and Cosmetic Act provides that a food is deemed 
“adulterated” and hence is subject to seizure by 
the government “if it consists in whole or in part 
of any filthy, putrid, or decomposed substance, 
or if it is otherwise unfit for food.” 


The tomato paste in this case was found to 
contain traces of mold, but was not found neces- 
sarily to be unfit for consumption. The question 
then became one of interpretation of the word- 
ing of the law. A district court decision (113F. 
Supp. 114) held the product was not subject to 
condemnation unless it was both moldy and un- 
fit for consumption. The Circuit Court reversed 
this decision holding that the tomato paste could 
be seized if it was either moldy or otherwise un- 
fit for use. 

In a dissenting opinion, Judge Frank pointed 
out that some foods such as cheeses are commonly 
eaten with large percentages of mold. Under 
this decision the Food and Drug Administrator 
could seize such foods at any time. Moreover, the 
Administrator has published no standard as to 
the maximum amount of mold which would be 
permitted. This Judge Frank found to be in vio- 
lation of the Administrative Procedures Act 
which requires federal agencies to publish “gen- 
eral policy or interpretations . . . adopted by 
the agency.” 

On the surface one is inclined to agree with 
the majority decision—no one wants to eat 
moldy food. However, the evidence in this case 
shows that almost all tomato paste contains some 
mold. If the Food and Drug Administration pub- 
lishes no standard as a guide, the business man 
is left in the difficult position of guessing the 


maximum percentage of mold that will be per- 
mitted. 


III. REGULATION OF PRICE COMPETI- 
TION 


B. Resale Price Maintenance 


1. General Electric Co. v. Masters, Inc.. 
Lionel Corp. v. S. Klein on the Square, Raxor 
Corp. and Soria Sales Corp. and Capitol Records 
v. Goody, (New York Ct. App., June, 1954) CCH 
67,776. [w.F.B.] 


The revolt against resale price maintenance 
which the first Schwegmann decision touched off 
continues, although the technical flaw in the 
“fair trade” position which that ruling revealed 
has long since been remedied by the passage of 
the McGuire Act. In one jurisdiction after an- 
other, however, price cutters are testing anew 
(or in some instances, for the first time) the 
validity of the state “fair trade” law in terms of 
state constitutional guarantees. Occasionally 
such test cases provide surprises. The court may 
find the measure invalid for some technical 
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reason or may condemn part or all of it as violat- 
ing fundamental rights as established by the 
state’s constitution. Supreme courts of Florida, 
Michigan, and Georgia, and lower courts of 
Nebraska and Arkansas have taken one or both 
of these views. In general, however, the test 
cases simply enable the state courts to reiterate 
the constitutionality of the statutes, often with 
references to the fact that the United States 
Supreme Court has not found such laws repug- 
nant to the Federal Constitution. 

In the action here reported (which combines 
appeals from several lower court decisions in- 
volving the same basic issues) the highest appel- 
late court of New York enrolls in the majority, 
reaffirming the legality of the Feld-Crawford Act, 
New York’s resale price maintenance statute. 
The opinion summarizes some of the same 
court’s earlier rulings concerning the law, takes 
account of major decisions and legislation in 
recent years, and concludes that there is no 
reason to abandon its earlier position upholding 
the Act. 


2. Union Carbide and Carbon Corp. v. 
White River Distributors, Inc., (Ark. Chanc. Ct., 
Independence Co., June, 1954) CCH 67,781. 
[W.F.B.] 


Although the ruling in this action is handed 
down by a lower court and therefore must be 
looked upon as tentative and almost certain to 
be reviewed, it is nevertheless interesting be- 
cause of the blunt and sweeping fashion in 
which it condemns the Arkansas “fair trade” 
law. The plaintiff already had obtained a favor- 
able decision from the United States District 
Court for Eastern Arkansas with respect to at- 
tacks made against the law upon federal con- 
Stitutional issues, but that court had been un- 
willing to rule upon state constitutional matters 
(118 F. Supp. 541, February, 1954). Therefore 
the plaintiff turned to the Arkansas court seek- 
ing an injunction to prevent the defendant from 
selling “Prestone” anti-freeze at less than the 
established minimum prices. The court flatly 
refuses to issue the relief requested, stating that 
the law violates sections 2, 8, 18, 19, and 29 of 
the Arkansas Constitution, because it would 
deprive defendant of a valuable property right 
(to set prices on his goods) without due process 
of law, because it would restrict the right to 
make private contracts with no substantial rela- 
tion to the public welfare, and because it would 
deny defendant equal protection of the laws. 
Furthermore, says the court, the law was enacted 
at a time when it was inconsistent with the 


Sherman Anti-Trust Act and is therefore illegal; 
subsequent passage of the Miller-Tydings Act 
and the McGuire Act fail to remedy the illegal- 
ity of the measure at the time of its original 
enactment. This decision, then, not only invali- 
dates the non-signer clause, but sweeps out the 


entire resale price maintenance provision in 
Arkansas. 


3. Hoffman-LaRoche, Inc. v. Schwegmann 


Bros. Giant Super Markets, (D.C.E.La., June, 


1954) CCH 4 67,779. [w.F.B.] 


In some respects this opinion takes the most 
extreme position in favor of resale price main- 
tenance yet adopted by a court of law. It seems 
to go far in abandoning the basic legal assump- 
tion (fiction?) which underlay the United States 
Supreme Court’s reasoning in first approving re- 
sale price maintenance and the non-signer 
clause in the leading case on the subject, Old 
Dearborn Co. v. Seagram Corp., 299 U.S. 183 
(1936). In that opinion members of the nation’s 
highest tribunal agreed that a trademark owner 
should be permitted to control the resale price 
of his product even after he had sold it be- 
cause he possessed a “goodwill right” in it which 
would be damaged if price cutting occurred. 
The protection of the goodwill associated with 
the trademark, then, provided the justification 
for a somewhat radical departure from historic 
concepts of due process and freedom of contract. 

The facts in the present case would seem to 
circumscribe the applicability of this doctrine, 
but the court nevertheless gives price mainte- 
nance its blessing in the situation. Hoffman- 
LaRoche produces and sells nationally a num- 
ber of trademarked, pharmaceuticals, among 
them Gantrisin, Asterol, and Sedulon, which 
can be sold to consumers only on the prescrip- 
tion of a physician. Schwegmann, the perennial 
opponent of price maintenance, cut prices on 
these items below the minimums, justifying his 
action on the ground that they were repackaged 
or relabelled when he sold them and thus the 
customers did not know who the manufacturer 
was and hence no damage to Hoffman-LaRoche 
goodwill could occur. In a number of judicial 
decisions, none of which the court here bothered 
to cite, the fact that the brand identification has 
been removed has been held to restore the 
seller’s freedom to price as he pleases. Not so 
here. The court notes that “the statutory aim of 
the Fair-Trade Act was to protect not only 
trade-mark owners, but also distributors.” While 
this undoubtedly is the chief purpose of this 
type of legislation, the measures do not state 
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this fact openly, nor have they been judicially 
approved on such a basis. The court also argues 
that Hoffman-LaRoche has spent a great deal of 
money promoting its products to doctors and 
druggists, that druggists will be injured by 
Schwegmann’s price cutting, that they therefore 
will not stock Hoffman-LaRoche items (in spite 
of physicians’ prescriptions specifying these 


items?), and thus Hoffman-LaRoche will suffer’ 


loss of the goodwill which it has labored to 
create. 

This line of argument deserves comment, 
both because it has appeared several times re- 
cently and because it differs substantially from 
the original goodwill argument accepted by the 
Supreme Court, which was based upon the loss 
of consumer rather than dealer goodwill. (As a 
generalization it has never been shown that con- 
sumer goodwill actually is lost because the price 
of a particular brand of an item is reduced; 
on the contrary there is considerable evidence 
that in many, if not most cases consumer good- 
will is not affected.) Logically there is some 
merit in the position that price cutting on a par- 
ticular brand may result in loss of dealer good- 
will for it. But there are weaknesses in the 
argument that should be evaluated. In the 
absence of a widespread and practical system of 
resale price maintenance, not one, but all 
brands of a product are subject to price cutting. 
Retailer dissatisfaction with this price cutting, 
which unquestionably does arise, is likely to 
be tempered by the knowledge that all the lead- 
ing brands are in somewhat the same position 
and that these brands must in most cases be 
stocked anyway in order to meet customers’ 
wants. What real sales significance may attach 
to dealers’ lessened enthusiasm for such brands 
(if it occurs) is open to question. Whether, too, 
more positive promotional activities and more 
careful dealer selection may not provide more 
fundamentally desirable dealer support should 
be considered. Finally, the cost to the consumer 
of resale price maintenance must be set against 
whatever revised evaluation of the goodwill 
argument may emerge. Experience in the gro- 
cery industry, for example, though not directly 
comparable, provides an interesting background 
against which to compare glib generalizations 
about the damage to goodwill which may occur 
as a result of price cutting. Unfortunately, 
courts seem uninterested in the true validity of 
the claims about goodwill, in spite of the legal 
importance of the matter to the whole problem 
of resale price maintenance. 


4. S. Klein on the Square v. Gross Distribu- 
tors, Inc., (N.Y. Sup. Ct., N.Y. Co., May, 1954) 
CCH 67,764. [w.F.B.] 


In addition to continuing attacks upon the 
basic constitutionality of resale price mainte- 
nance, the practice has encountered a growing 
variety of obstacles that are technical or prac- 
tical in nature. Perhaps chief among these is the 
reluctance of a good many manufacturers or 
distributors to rigidly enforce the minimum 
prices which they have established upon their 
trademarked goods. They prefer, if possible, to 
have their cake and eat it too—to silence the 
complaints of independent retailers by estab- 
lishing minimums and thus to retain blanket 
coverage of the market, but also to continue to 
sell to price cutters insofar as possible in order 
that they may reap the volume of sales which 
he produces (and if there is significant elasticity 
of demand either for the generic product or for 
the particular brand, the price cutter will har- 
vest sales for the brand that “legitimate” re- 
tailers cannot obtain). 

The defendant in this action, a distributor 
for Lewyt vacuum cleaners, was not too in- 
terested in enforcing minimums (in the opinion 
of the court); on the contrary, he seemed 
anxious to sell to the plaintiff, if possible. How- 
ever, because Klein would not sign a fair trade 
contract Gross had been forced to turn down 
an order from him. Thereupon Klein, through 
an affiliate, acquired a stock of the machines 
and sold them at cut prices. Rather than take 
legal action to stop this violation of the estab- 
lished minimums, Gross stationed pickets out- 
side Klein’s place of business with signs notify- 
ing the public that Lewyt cleaners sold below 
the minimum prices would not carry the manu- 
facturer’s warranty. To prevent this picketing 
Klein here seeks an injunction. The court re- 
fuses to grant the request on the basis that the 
retailer could counter by posting signs that he 
himself would issue a warranty on the machines; 
thus no irreparable injury threatened and the 
matter could be settled by an early trial on the 
merits. 


5. Eastman Kodak Co. v. Aljan Camera Co., 
Inc., (Sup. Ct. N.Y. Co., June, 1954) CCH 
67,770. [W.F.B.] 


Another of the possible limitations that may 
stand in the way of widespread, trouble-free ap- 
plication and enforcement of resale price main- 
tenance is the problem presented by the trade- 
mark owner who sells through his own retail out- 
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lets as well as through independent dealers. It 
has been contended that in such instances the 
contractual setting of minimum prices by the 
trademark owner would, in effect, constitute a 
horizontal agreement specifically prohibited by 
both state and federal laws. This argument 
points out that such a seller would be a retail 
competitor of the independent dealers. By estab- 
lishing minimum prices he thereby would pre- 
vent them from competing with him on a price 
basis. This issue is faced squarely in the present 
opinion and the court decides that the practice 
does not violate the law, reviewing some earlier 
cases and commenting upon the Congressional 
discussion which preceded the passage of the Mc- 
Guire Act and which covered this point specifi- 
cally. The court does note, however, that East- 
man has established minimums only on those 
items in its line for which there exists competi- 
tion from other producers. It states, therefore, 
that the decision does not touch upon the ques- 
tion of legality that might be raised if Eastman 
had included monopolized items in its list of 
price maintained products. 

Whether this decision will be upheld if ap- 
pealed, or followed in other jurisdictions re- 
mains to be seen. It is interesting to note that 
the Federal Trade Commission is now processing 
a complaint against Eastman covering the pre- 
cise practice which the court upheld in this in- 
stance. Unquestionably, then, there will be the 
opportunity to observe further rulings on this 
issue. 


6. Also noted: 


a. General Electric Co. v. Klein, 106 A.2d 
205 (Sup. Ct. of Del., June, 1954) finds Dela- 
ware’s highest court, like that of New York in 
the first decision reported in this section, reiterat- 
ing the constitutionality of the state’s “fair 
trade” act, and commenting, too, that defend- 
ant’s arguments concerning the economic un- 
soundness of the act must be addressed to the 
legislature rather than to the court. 

b. Nassau & Suffolk County Retail Hardware 
Association v. Korvette-Hempstead, (N.Y. Sup. 
Ct. of Nassau Co., June, 1954) CCH 67,783, 
finds plaintiffs seeking to enjoin defendant's 
price cutting, but failing to obtain court support 
(pending full trial on the merits) because evi- 
dence indicated that plaintiffs themselves had 
employed “club” plans involving price reduc- 
tions. 

c. Dr. G. H. Tichenor v. Schwegmann Bros. 
Giant Super Markets, (La. Civ. Dist. Ct., Orleans 
Par., May, 1954) CCH 67,773, involves another 


suit against this dedicated opponent of price 
maintenance, which he again loses, this time on 
his defense that the Louisiana “fair trade” act is 
invalid because it was in violation of the Sher- 
man Act both at the time it was originally passed 
and again when it was reenacted in 1950—a de- 
fense that has been successful in some jurisdic- 
tions, and has necessitated reenactment of the 
statute, but which this court refuses to accept. 


C. Price Control (Minimum and Maximum) 


1. Sperry & Hutchinson Co. v. Margetts, 
104 A.2d 310 (N.J. Sup. Ct., April, 1954) [W.F.B.] 


New Jersey has enacted a gasoline “fair sales” 
act which specifies that gasoline retailers must 
post the price at which they sell motor fuel, that 
they cannot change this posted price more than 
once in 24 hours, that this price must cover its 
purchase cost plus all selling costs, and that “no 
rebate, allowance, concessions, or benefits shall 
be given . . . to permit any person to obtain 
motor fuel . . . below the posted price. .. .” 
The defendants here, the State Treasurer and 
officials of the Motor Fuels Tax Bureau (charged 
with enforcing the law) appealed from a lower 
court ruling which held that plaintiff's green 
stamps, when given to customers of gasoline sta- 
tions by the operators thereof, did not violate 
the law. The court had said that the stamps were 
cash discounts and therefore were not price re- 
ductions in the sense intended by the statute. 
Further, said the court, if a contrary view should 
be adopted the law would have to be considered 
unconstitutional as being arbitrary and discrimi- 
natory, and constituting an unreasonable inter- 
ference with a private business. The highest 
court of the state agrees with this interpretation 
of the law, although two members in a special 
concurring opinion contend that the stamps do 
constitute a price reduction and that therefore 
the law is invalid. 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 


A. Operating Features of Marketing Insti- 
tutions 


1. Amsel v. Brooks, 106 A.2d 152 (Conn. 
Sup. Ct. of Errors, May, 1954). 

Fisher v. Schumacher et al., 72 So.2d 804 
(Sup. Ct. of Fla., May, 1954). [W.F.B.] 


One of the techniques designed to lessen the 
vigor of competition which from time to time 
becomes the subject of legislation is the limita- 
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tion on the freedom with which competitive 
types of business may advertise. The first of the 
two decisions here reported involves a Connecti- 
cut statute regulating dentistry, a measure which 
the court finds valid except in one respect—it 
goes too far by prohibiting the advertising of 
such services as the supplying, constructing, or 
reproducing or repairing of prosthetic dentures, 
services which are normally performed by dental 
laboratories. The practical effect of such a rule, 
presumably, would be to channel all such busi- 
ness through dentists and to prevent laboratories 
from serving the public directly. The court re- 
fused to accept such a limitation. 

The second decision concerns an administra- 
tive regulation by the Florida Board of Optome- 
try which specified in very great detail what ad- 
vertising could be carried on by optometrists. 
(Among such ‘regulations was one which stated 
that signs used to indicate an office could not be 
more than four inches in height if at street level 
or more than seven inches if above this level, and 
in neither case could they be luminous.) In this 
instance the court, over the dissent of three of its 
members, upheld the authority of the Board to 
make such regulations, noting that the law pro- 
vided that the Board should govern the practice 
of optometry, and that it specifically stated that 
untruthful, improbable, misleading, or decep- 
tive advertising were to be forbidden (the sequi- 
tur is not completely apparent). The result, how- 
ever, is clear; too vigorous competition from 
“undesirables” in the profession is restrained. 
The dissenting opinion noted that the Supreme 
Court of New Jersey had invalidated similar 
rules in Abelson’s, Inc. v. New Jersey State 
Board of Optometrists, 88 A.2d 632 (1952). 


2. Also noted: 


a. Proprietary Association v. Board of Phar- 
macy (N.J. Sup. Ct. June, 1954), 22 U.S.L.W. 
2635, upholds a decision reported in the preced- 
ing issue of this section, in which the New Jersey 
Superior Court refused to accept a definition of 
“patent or proprietary medicines” (which the 
law stated could be sold in pharmacies alone) 
which would restrict to drug stores the right to 
sell many products now sold much more widely. 


B. Relations Between Buyers and Sellers: Ex- 
clusive Dealing Arrangements, etc. 


1. Grand Prize Distributing Co. of San An- 
tonio v. Gulf Brewing Co., 267 S.W.2d 906 
(Texas Ct. of Civ. App., April, 1954). [W.F.B.] 


Under the Clayton Act the use of exclusive 


‘ the cover and on the title page “. . 


dealing arrangments in interstate commerce 
under certain circumstances has been declared 
illegal (see for example the Standard Oil Co. of 
California decision, described in the April, 1951, 
issue of this section), but there has been a clear 
recognition that such arrangements may have a 
very legitimate function in a vast number of 
other situations. Under the consistent interpre- 
tations made of the Texas Constitution by the 
courts of that state, however, the practice there 
has been almost universally condemned, regard- 
less of circumstances, since the leading decision, 
Texas Brewing Co. v. Templeman, go Tex. 277, 
was handed down in 1896. In the present in- 
stance no exception is made to this general rule. 
Plaintiff complains that it was given the exclu- 
sive right to distribute defendant’s product in 
most of San Antonio, but that after it had ex- 
pended substantial amounts in promotion, etc., 
a reorganization of defendant’s management re- 
sulted in a shift in the latter’s distributorships, 
with consequent loss to plaintiff. The court 
merely holds that since the original contract was 
against public policy and in violation of the 
law, the plaintiff had no redress. This attitude 
is consistent with the point of view expressed in 
Patrizi v. McAninch, another Texas case, re- 
ported in the first classification of this section. 


V. REGULATION OF UNFAIR COMPETI- 
TION 


B. Non-Advertising Promotional Methods 


1. The New American Library of World 
Literature, Inc. v. Federal Trade Commission, 
213 F.2d 143 (CCA 2, May 10, 1954). [R.L.w.] 


The New American Library of World Litera- 
ture, Inc., publishes paper-backed, pocket-sized 
books practically all of which are reprints of 
previously published books. In some cases, books 
are abridged in reprinting or a new title with 
more consumer appeal is substituted. The FTC 
ordered the company to state the fact of abridg- 
ment and to give the original title of the book on 
. in imme- 
diate connection with the title, and in clear, con- 
spicuous type.” 

In this decision the Circuit Court reversed the 
Commission’s order. The objective of the FTC 
order was to prevent deception of the consumer. 
The Court felt that this could be accomplished 
if abridgment or change of title were noted any- 
where on the book “in a position adapted read- 
ily to attract the attention of a prospective pur- 
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chaser.” The Court decision gives the publisher 
more leeway in deciding where to place this in- 
formation. 

This decision is hard to understand. In a pre- 
vious case, Hillman Periodicals, Inc. v. Federal 
Trade Commission (174 F.2d 122), the same Cir- 
cuit Court upheld a Commission order which 
was virtually exactly the same in wording as the 
order in The New American Library case. Now 
two companies, New American Library and Hill- 
man Periodicals, which are competitors with 
each other, are bound by different requirements. 

A further difficulty is also involved. Under the 
Commission’s order a fairly definite rule was es- 
tablished. In the Court decision the general 
wording, “a position adapted readily to attract 
the attention” was substituted. This seems to 
leave all future cases open to individual inter- 
pretation. One is inclined to agree with Judge 
Clark’s dissenting opinion in which he draws, 
among others, two conclusions: (1) The majority 
of the Court was swayed by an emotional appeal 
against “regimentation of an industry.” (2) The 


company won only “a chance at further litiga- 
tion eventually in contempt proceedings.” 


2. American Tack Co. et al. v. Federal 
Trade Commission, CCH § 67,713 (CCA 2, 
March 24, 1954). [R-L.w.] 


American Tack Company imported thumb- 
tacks from Germany in bulk. These tacks were 
placed on boards or in boxes and sold without 
any marking to indicate they were of foreign 
origin. The Federal Trade Commission ordered 
this practice stopped and the Circuit Court up- 
held the Commission’s order. 

Since an American corporation sold the tacks 
in the United States, the Commission felt con- 
sumers might buy them thinking they were made 
in the United States. This would constitute de- 
ception. Affirmative declaration of foreign origin 
of products is required by the Commission where 
such declaration is deemed necessary to prevent 
deception. Since the quality of the product is 
not in question here, it seems the result is to 
protect domestic producers rather than to pro- 
tect consumers. 
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THe STRUCTURE OF AMERICAN INDUsTRY (Re- from approximations of pure competition to 
vised Edition), edited by Walter Adams. (New _ oligopoly. Chapter 14 examines the concepts of 
York: The Macmillan Co., 1954. Pp. 590. “workable” and “effective” competition within 
$5.75.) the framework of public policies past, existing, 

and proposed. Chapter 15, includes an examina- 

tion of organized labor and consideration of 
government policies regarding labor which 
would be consistent with the encouragement of 


Professor Adams and the fourteen other con- 
tributors to this volume have provided some val- 
uable materials to students of marketing, in the 
opinion of this reviewer, despite reins in ena ing effective competition in American industry. 
Ghomeed § men of the two latter chapters are restricted to 
terested in policy determination, particularly for lici ible with . : 
firms in the industries treated, will find the vol POCi€s compatible with a private enterprise 
ume thought provoking, even though the work system. The industries examined in the volume 
itself is oriented toward students of economic or- ™lude agriculture, cotton textile, bituminous 
ganization. The book should be useful as collat- coal, residential construction, steel, chemical, 
eral reading in marketing courses as a means of petroleum, automobile, cigarette, motion pic- 
providing students with further insight into the | ‘Fé, tin can, air transport, and newspaper. 
structure of various American industries as well Principal among the mainstays of The Struc- 
as in the ways market structure influences the de- ‘ure of American Industry is the organization 
termination of price and distribution policies. which follows a logical format imposed consist- 

The revised edition of Professor Adams’ The ently upon all contributors, and the excellent 
Structure of American Industry, as was also true editorial judgment and skill of Professor Adams. 
of the original edition published in 1950, con- Each of the thirteen “case” studies begins with 
tains fifteen chapters. The first thirteen consist an introduction explaining the reasons for the 
of as many separate “case” studies of individual _ selection of the particular industry. There then 
industries ranging, in terms of market structure, follows an historical description of the develop- 
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ment and organization of the industry, an ex- 
amination of market structure and price policy 
and their interrelationships, and, in conclusion, 
a section on public policy, existing and pro- 
posed, concerning the industry. The obstacles 
in the way of effectively preparing a work of this 
nature are, of course, formidable. Certain lack of 
symmetry, chapter by chapter, is unavoidable be- 
cause of differences in the relative skills of the 
contributors, differences in their methods of 
analysis as well as in economic orientation, and 
differences between industries. It is to Professor 
Adams’ credit that the resulting unevenness is 
negligible. 

The revised edition, as a whole, is quite su- 
perior to the original edition. The chapters on 
the petroleum, automobile, and newspaper in- 
dustries were not included in the 1950 study; 
these appeal to the reviewer as being much more 
pertinent to an analysis of this nature than those 
industries which they replaced, particularly the 
glass container and ocean shipping industries. 
Yurther, the studies dealing with air transporta- 
tion and bituminous coal are the work of new 
contributors. Of major importance in the revised 
edition, is the chapter dealing with public policy 
and the concept of competition. Professor Adams 
has written the current chapter which replaces 
the work of Corwin Edwards in the previous edi- 
tion. The new chapter is much more satisfactory 
to the reader inasmuch as Adams has more effec- 
tively coordinated the specific case studies, which 
constitute the heart of the work, with the gen- 
eral considerations of public policy and the con- 
cept of competition. By assuming only a moder- 
ate degree of sophistication on the part of his 
readers concerning the implications and appli- 
cations of public policy toward business, Adams 
has made this section both pertinent and par- 
ticular. 

Two general impressions of the reviewer re- 
main regarding the value of the book. The first 
concerns selection of the individual case studies; 
the second concerns the omission of certain con- 
cepts which could well influence the results. 
While the matter of selection is subject to limi- 
tations of available specialists as contributors as 
well as by the judgment of the editor, it occurs 
to the reviewer that the study could well have 
been broadened to contain cases of industries 
dealing in (1) the mass distribution of con- 
sumer’s goods in the food and general merchan- 
dise fields, and (2) those concerned with financ- 
ing personal and business consumption. Further, 
it is believed that the impact of public regula- 
tion and the problems thereof could be brought 


forward with greater benefit to the general 
reader by selecting for study the railroad, public 
utility, or life insurance industries rather than 
air transportation. 

Studies in the present volume are, in general, 
an improvement over the 1950 edition, especially 
in regard to examining such factors as corporate 
structure, the technological conditions of pro- 
duction and the scale of enterprise determined 
by those conditions, as well as inter-corporate 
relationships (investment banking and the prof- 
itable organization of large enterprises). Princi- 
pal reliance, however, continues to be upon mar- 
ket structure (the number of firms and their rela- 
tive size in an industry) and its effect upon price 
policy and competitive activities. Students of 
marketing would have derived more benefit 
from this book had greater attention been paid 
to the underlying problems of selling in an econ- 
omy characterized by periodic under-consump- 
tion, and the effects of such activities on price 
structures, industry organization, and business 
performance. Consideration of such phenomena 
were not, however, among the stated objectives 
of the study, and it is perhaps unfair to offer 
criticisms based upon such concepts. 

To Professor Adams is due a further tribute. 
He has rigorously restricted the use of much 
“economese” throughout the book. The result 
is clear, readable, and unambiguous writing. 


ORANGE A. SMALLEY 
Loyola University, Chicago 


SVENSKT DISTRIBUTIONSVASENDE (Swedish Distrib- 
utive Trades), by Roland Artle. (Stockholm: 
Almquist & Wiksells, 1952. Pp. 238. Sw.cr. 
14.00.) 


This Swedish book, which includes an eight- 
page English summary, was written at the re- 
quest of the Research Institute of the Swedish 
Manufacturing Trades. It represents one of the 
studies within the scope of a comprehensive re- 
search series: “The Developmental Tendencies 
in the Swedish Economy.” As stated by the 
author, this particular study “aims to describe 
the structure of Swedish distributive trades and 
to discover and analyze certain important long- 
range tendencies in their development.” 

The first part of the study describes the struc- 
ture of the distribution system in a fairly typical 
small European country. The analysis reveals 
some of the basic differences in the Swedish dis- 
tributive structure as compared to the American 
structure. As is shown in a number of clear-cut 
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diagrams and tables, more than one half of the 
stores employed only one or two persons, in- 
cluding the proprietor(s). 

Large stores were dominant only in three 
types of retail institutions, namely, department 
stores, variety stores, and mail-order houses. 
These three types of marketing institutions ac- 
counted for about 3 to 4 per cent of the total 
number of employees in retail business in 1946. 

As a comparison, it is interesting to note that 
according to 1939 census figures, department 
stores in the United States accounted for 10.1 
per cent, variety stores for 4.6 per cent and the 
mail-order houses for 1.1 per cent of the total 
number of persons employed in retailing. In 
1948 the corresponding figure for department 
stores had risen to 12.3 per cent, and for variety 
stores to 4.9 per cent, while the relative share of 
mail-order houses can be estimated to have re- 
mained approximately 1 per cent of the total. 
However, as a result of a more limited definition 
of a department store in the Swedish census 
(only 6 being reported), the greater relative im- 
portance of these three types of retail institu- 
tions in the United States is somewhat over- 
emphasized by the above figures. 

Super markets are still a practically unknown 
institution in Sweden. The self-service type of 
store is beginning to grow in importance. Two- 
thirds of the self-service stores were established 
by consumer cooperatives. In contrast to their 
limited growth in the United States, consumer 
cooperatives in Sweden are an important retail 
institution representing about 7 per cent of 
the total number of employees in retail business. 
Their relative share in the food trade, the field 
in which they are most common, approximated 
g per cent in 1946. Between 1930-1945 the num- 
ber of persons employed by consumer coopera- 
tives increased at a rate of approximately 7 per 
cent per annum, while the corresponding figure 
for all retail trade averaged only 2 per cent. 

The study further reveals that despite the 
basic differences in the structure of the distribu- 
tive trades in the United States and Sweden, 
many features are similar in both countries. 
Thus, for example, the Swedish figures, pre- 
sented in the study, show a tendency for chain 
stores to expand chiefly in food, shoes, apparel 
and drugs—a tendency well-known in the United 
States. The tendency of the wholesale trade to 
concentrate in large cities and nodal points is 
very clearly demonstrated by the Swedish study, 
indicating that more than half of the total 
wholesale establishments were located in the 
three largest cities. 


In part one, also, some data and discussion 
are presented on employment problems, age 
composition, wages, working hours, the size and 
composition of the volume of sales, and the cap- 
ital requirements in the distributive trades. 

The second part of this book is devoted to an 
analysis of factors which influence distributive 
structure and produce changes in the volume 
and pattern of distribution. The major environ- 
mental factors discussed are: the general eco- 
nomic development, population movements 
(especially from rural areas to cities), the trans- 
portation system, and technological develop- 
ments. The probable changes in consumer be- 
havior and buying habits are analysed along 
with the probable changes in distribution chan- 
nels from producers to consumers. The role of 
governmental regulation is briefly considered. 

The two final chapters deal with the future 
pattern of distribution. Many important trends 
in the distribution system of the country are dis- 
cussed. Among these trends the most outstanding 
features discussed are a probable decline in the 
willingness to start new businesses, a further 
growth in the importance of multiple and self- 
service stores, a further expansion in voluntary 
cooperation among small firms, a widening of 
assortment of goods in food stores, an increase 
in the role of pre-packaged and branded goods, 
a growth of chain stores, and a growth in the av- 
erage size of a retail store. 

In the concluding chapter some tentative esti- 
mates of the manpower requirements in distribu- 
tive trades in 1960 are made. 

It is regrettable that the data available to the 
author had to be chiefly limited to the Census of 
Business of 1931, and the Census of Distribution 
of 1946, the only two business censuses taken in 
Sweden. In addition, the latter census does not 
contain sales figures. Fortunately, however, a 
more complete census of business was taken in 
1951, which, to some extent, should enable the 
reader to follow up and check the developmental 
tendencies, which are described and forecasted 
in the volume presently reviewed. 


Boris PARL 
Northwestern University 


PRICE MAKING AND PRICE BEHAVIOR IN THE PE- 
TROLEUM INDusTRY, by Ralph Cassady, Jr. 
(New Haven: Yale University Press, 1954. Pp. 
353- $4.00.) ¢ 
Marketing practitioners, economists, and 

other students will find much of value in this 

volume, written by a man noted for his ability 


rs 
By 
F 
i 
i 
i 
j 
id 
| 
h ay 
3 


his 
ity 


| 


BOOK REVIEWS 


211 


to think clearly, deeply and objectively. It is the 
first of a series of three monographs on the eco- 
nomics of the petroleum industry, each to be in- 
dependently written and each to cover a some- 
what different aspect of the industry. The other 
two proposed areas are “Production and Con- 
servation” and “Integration.” The idea of the 
series and the funds to support the work origi- 
nated with the American Petroleum Institute 
“, . . because its members considered it impor- 
tant to further a general understanding of the 
economic structure and behavior of the petro- 
leum industry.” Objectivity was sought by re- 
questing Professor Westerfield of Yale Univer- 
sity to select an Editorial Board, comprised of 
four economists from outside the industry and 
two petroleum experts. The Yale University 
Press and the Editorial Board have administered 
the entire project, including the selection of 
topics, authors, and the handling of all funds. 

The author states his objective is “. . . to pre- 
pare a technically accurate but easily under- 
standable exposition of price-making procedures 
and results. . . .” He hopes that the study “. . . 
may be of value to economists, people in the in- 
dustry, and lay readers.” 

The methodology used was to utilize relevant 
published material and to then secure informa- 
tion on prices, pricing and strategy directly from 
the industry. Personal interviews and corre- 
spondence were the means employed. Professor 
Cassady recognizes explicitly that the interview 
technique is subject to bias and evidence ap- 
pears throughout the volume that this possibility 
for distortion has been constantly guarded 
against. 

The author limits the scope of his work to an 
analysis of price making and behavior in the 
domestic market with attention restricted, in 
the main, to gasoline, middle distillates, and 
residual fuels, which comprises most of the in- 
dustry’s output in value and in bulk. Gasoline 
receives greatest emphasis. 

The organization of the volume consists of 
eighteen chapters. Of these, the first two are in- 
troductory in nature, stating the problem and 
the importance of the petroleum industry. Chap- 
ters three and four are devoted to a discussion of 
competition in the field, and Chapter five is a 
discussion of industrial pricing. Chapter six 
gives what the reviewer considers perhaps the 
best generalized discussion of price leadership 
that he has seen. The nature of the topic is ex- 
plored in its subtleties, bringing into focus the 
understanding that as a “fact of life,” price lead- 
ership, rather than necessarily denying compe- 


tition, may be competition cloaked in the semi- 
political realities of the power relationships be- 
tween industry rivals. 

Chapters seven through fourteen trace price- 
making as the products move from “crude” to 
refined stages, and down through the channels 
of distribution. Chapter fifteen is especially de- 
voted to the fascinating topic of retail price 
wars. Chapter sixteen pauses to differentiate 
“price making” (covered in the earlier chapters) 
from “price behavior,” and takes a long view of 
the latter. 

A social appraisal of the results of the indus- 
try’s price structure is attempted in Chapter 
seventeen. The approach is to examine the 
movement of gasoline prices over time, to com- 
pare such prices and trends with those of other 
commodities, and finally, to assess the net earn- 
ings position of petroleum firms on an intra and 
interindustry basis. Although the analysis seems 
carefully done, one is impressed that only lim- 
ited factual conclusions can be drawn from the 
data because of the difficulty of equating product 
differences in quality, convenience, and so on 
when goods are substitutes for one another, and 
even more so when the commodities are hetero- 
geneous. The author holds no illusions about 
this. With respect to profits, he cautions again 
that they do not necessarily indicate either the 
presence or lack of competition. Nevertheless, 
the chapter ends with the presentation of some 
evidence that one might reasonably accept as 
being the result of a high degree of competition. 

Chapter eighteen makes a final summary by 
drawing conclusions as to the adequacy of com- 
petition in the industry. Professor J. M. Clark’s 
criteria of “workable competition” are utilized 
after recognition of their limitations is made. 
Professor Cassady finds that many sources of sup- 
ply are offered the buyer in most markets, that 
individual competitive striving is a basic moti- 
vating force in the petroleum field, and that 
freedom of entry is reasonably easy at all dis- 
tribution levels. Entry becomes more difficult at 
refinery levels. He finds it difficult to generalize 
about the degree of concentration because of 
the lack of usable data and because one must 
really define just what “market” is being dis- 
cussed when concentration is being assessed. All 
throughout the book, this point lies just under 
the surface of the discussion—that it is necessary 
to define the geographic limits of the arena of 
competition being discussed. There is no doubt 
but that the author views the industry as being 
generally competitive with a net result of adding 
efficiently and substantially to public good. Fi- 


= = 
sion 
age 
and 
cap- 4 
an F 
tive 
ime 
ron- 
eco- 
ents 
ans- 
lop- 
be- | 
ong 
an- 
1. 
ture 
nds 
diss 
ling 
the 
her 
ary 
;of =f 
ods, 
av- 
>Sti- 
bu- 
the 
of 
in 
not 
in 
the 
ital 
ted 
3 4 
PE- i 
Jr. ; 
Pp. 
nd 


212 


THE JOURNAL OF MARKETING 


nally, a caution is advanced against rash anti- 
trust action based upon a misunderstanding of 
competitive behavior as it exists in the imper- 
fect, but real and aggressive world. 

It perhaps has been the misfortune of market- 
ing and economics, not to mention what we 
seem pleased to call the other “social sciences,” 
that there are those that conceive of “‘thecry” 
and everyday practice as somehow necessarily set 
apart in intellectually airtight compartments. It 
is thus refreshing when someone from marketing, 
a supposedly “practical” (and thus perhaps rel- 
atively “theoryless”) field, appears with a work 
that demonstrates that it is yet possible to use 
the somewhat “rusty” commodity approach to 
seriously sift the behavior of an industry, and in 
so doing, to not only unveil practice with real- 
ism, but also to speak of practice within the 
framework of economic theory, thus indicating 
where theory seems valid and where it needs 
fresh perspective. In the reviewer’s opinion, Pro- 
fessor Cassady’s study accomplishes this in sig- 
nificant measure. 

The book is obviously a “must” for anyone 
associated with petroleum or interested in com- 
petitive struggle as it exists in so major an in- 
dustry. More than this, serious students of pric- 
ing and economists will want it as a fine ex- 
ample of the manner in which a well-conducted 
empirical study not only can add to factual un- 
derstanding, but can improve our theoretical 
understanding as well. 


Epwarp E. WERNER 
University of Wisconsin 


SALESMANSHIP FUNDAMENTALS, by John W. Er- 
nest and George M. Duvall. (New York, Gregg 
Publishing Division, McGraw-Hill Book Com- 
pany, 1954. Pp. 431. Price $3.28.) 

The question of what to do to make a course 
in salesmanship interesting and practical has 
troubled many an instructor, especially when 
teaching the course for the first time. If his back- 
ground is largely academic, not only may he be 
inclined to question the value of the course, but 
he may lack the business experience necessary to 
relate the principles to meaningful sales situa- 
tions. If he is a salesman, on the other hand, who 
is teaching a class in selling on a part-time basis 
for a college or as part of his firm’s sales training 
program, he may find it difficult to organize the 
know-how he has acquired into principles his 
students can grasp. The authors of this new text 
have done an admirable job of providing an ap- 


proach to the teaching of salesmanship which 
either type of instructor will find effective. 

In fact, one could say that Ernest and Duvall 
have prepared a selling course rather than just 
another textbook. Even the rankest greenhorn 
could, if he used all of the materials at the ends 
of the chapters, provide his students with a 
lively and stimulating semester. The list of ques- 
tions and problems for class discussion that fol- 
low each chapter should be sufficient to start the 
ball rolling. The case problem can be used to 
aid the students in applying the general prin- 
ciple under consideration to a concrete selling 
problem. The term project calls for additional 
work as each selling principle is explained, thus 
providing a continuing project which results at 
the end of the semester or quarter in a com- 
pleted sales presentation for a product of the 
student’s choosing. These ideas are not new. 
They are discussed every time teachers of sales- 
manship gather. But to this reviewer’s knowl- 
edge they have never been spelled out for the 
new teacher so completely before. 

Students should enjoy reading this book. It is 
logically organized. In addition to chapters on 
the usual steps in selling it also includes such 
topics as getting a job in selling and responsi- 
bilities to one’s employer, customers and fellow 
workers. The style is conversational, and the 
text contains frequent bits of dialogue to illus- 
trate selling situations. There are ten self-rating 
devices which the student can use to evaluate 
such of his own characteristics as grooming, per- 
sonality, sales approach, and his own mas- 
tery of the various selling principles. Illustra- 
tions are abundant and include photographs, 
drawings, cartoons and diagrams furnished by 
a long list of leading sales organizations. 

There is a school of salesmanship teachers 
who believe that selling cannot and should not 
be made a practical, how-to-do-it course. Rather 
they believe that the objective should be to de- 
velop an understanding of the economic impor- 
tance of the selling function, both historically 
and currently. It should be evaluated objectively 
both as a marketing function and as a business 


‘tool. The underlying psychological, socialogical 


and semantic bases of the art of persuasion 
should be explored and analyzed. To such teach- 
ers Salesmanship Fundamentals leaves much to 
be desired. Its discussion of the historical and 
economic aspects of selling is confined to seven 
pages. There is no bibliography and little ref- 
erence to source material except for a rare foot- 
note acknowledging a direct quotation. The 
style is not academic. Rather it is direct and al- 
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most patronizing. The reader is told what is 
true and what to do but seldom are the state- 
ments justified. The inquiring mind will be left 
unsatisfied—the complacent mind unruffled. 

In summary, Ernest and Duvall say little that 
is new. (In fact, that would be expecting too 
much of any text on salesmanship considering 
the plethora of books, pamphlets, films and ar- 
ticles now available.) But it is a highly readable 
and highly teachable book that should meet 
with the favor of many who “have not yet 
found the right salesmanship text.” 


RALPH B. THOMPSON 


The University of Texas 


RESEARCH METHODS IN THE BEHAVIORAL SCI- 
ENCES, edited by L. Festinger and D. Katz. 
(New York: The Dryden Press, 1953. Pp. 660. 
$5.90.) 

This is the work of social psychologists of the 
Survey Research Center and the Research Cen- 
ter for Group Dynamics of the Institute for So- 
cial Research, University of Michigan. “Two 
purposes were dominant: (1) to help in the pres- 
ent trend toward codification of research tech- 
niques, and (2) to give graduate students in the 
field some understanding of the principles and 
procedures of modern methodology. The cri- 
terion for inclusion of methods was the degree of 
relevance to the problems of social psychology, 
and the criterion for exclusion was the availa- 
bility of knowledge about a technique already 
standardized in another field.” 

More relevant to this review is the statement 
of belief that “there are many areas in the social 
sciences to which the approaches and methods 
described in the following pages will have appli- 
cation.” 

The contents are: 


Part I, Research Settings: Ch. 1, The Sample 
Survey: A Technique for Social Science Research 
(A. A. Campbell and G. Katona); Ch. 2, Field 
Studies (D. Katz); Ch. 3, Experiments in Field 
Settings (J. R. P. French, Jr.); and Ch. 4, Lab- 
oratory Experiments (L. Festinger). 

Part II, Procedures for Sampling: Ch. 5, Selec- 
tion of the Sample (L. Kish). 

Part III, Methods of Data Collection: Ch. 6, 
Problems of Objective Observation (H. Peak); 
Ch. 7, The Use of Documents, Records, Census 
Materials, and Indices (R. C. Angell and R. 
Freedman); Ch. 8, The Collection of Data by In- 
terviewing (C. F. Cannell and R. L. Kahn); and 


Ch. 9, Observation of Group Behaviour (R. W. 
Heyns and A. F. Zander). 

Part IV, The Analysis of Data: Ch. 10, Analysis 
of Qualitative Material (D. P. Cartwright); Ch. 
11, Theory and Methods of Social Measurement 
(C. C. Coombs); and Ch. 12, Distribution-free 
Statistical Methods and the Concept of Power 
Efficiency (K. Smith). 

Part V, The Application of Research Findings: 


Ch. 13, The Utilization of Social Science (R. Lik- _ 


ert and R. Lippitt). 


Some similarities to Research Methods in So- 
cial Relations, by M. Jahoda, M. Deutsch and 
S. W. Cook, also published by the Dryden Press, 
will be noted. (See the review in THE JOURNAL 
OF MARKETING, July, 1954, pp. 113-14.) Among 
marketing research publications the best com- 
parison is with Basic Methods of Marketing 
Research, by J. H. Lorie and H. V. Roberts 
(New York: McGraw-Hill, 1951). 

This volume does have relevance and useful- 
ness to the field of marketing. Its particular sub- 
ject matter and somewhat textbook flavor, how- 
ever, would seem to restrict its real usefulness to 
marketing research practitioners, teachers and 
students. However, for them it has much of in- 
terest and value. Several chapters deserve con- 
sideration as assignments for research students. 

Such readers may be surprised to discover that, 
despite much talk about interbreeding in the 
social sciences, this basic volume on social science 
research techniques was written almost without 
recourse to marketing research literature. True, 
the line-by-line reader will find two references 
to Lorie and Roberts (on statistical matters), 
and one mention each of Blankenship and Britt, 
with a minor bibliographical attention to arti- 
cles in the JOURNAL OF MARKETING; but nowhere 
will the reader uncover a Brown, Hobart, Brad- 
ford, Alderson, Luck and Wales, or other famil- 
iars of our field. Article references are largely in 
such publications as: J. Exper. Psychol., J. Ab- 
norm. Soc. Psych., J. Soc. Issues, Soc. Forces, 
Amer. J. Sociol., and Amer. Psychologist. Bibli- 
ographically, this volume is not particularly 
strong; and even though less timely now, Sur- 
veys, Polls, and Samples, by M. B. Parten (New 
York: Harper Bros., 1950) is much to be pre- 
ferred. Case materials also are somewhat re- 
stricted, leaning very heavily as they do on the 
work of the Survey Research Center. 

Yet, the very omission of marketing research 
source materials becomes one of the best rea- 
sons for marketing researchers to profit from this 
volume. The principles, procedures and prob- 
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lems dealt with are germane to both fields. But, 
instead of essentially repetitious statements, 
there is the constant excitement of new insights. 
The slight shift in focus, the difference in em- 
phasis, and the newness (to us) of problem de- 
tails provides a new vantage point for inspec- 
tion and throws a new light on basic approaches. 
These values are heightened because (and de- 
spite the claim for codification of techniques) 
the continuing emphasis in the book is on un- 
derlying concepts and problems rather than the 
dull do’s and don’ts of procedure. 

A few examples may be given. In discussing, 
pp- 67-74 of Ch. 5, the “scouting expedition,” 
our informal, or preliminary, investigation, 
Katz emphasizes social concepts of group struc- 
ture, group sanctions, group hierarchies, influ- 
ence patterns, etc. Similarly, in discussing the 
psychological basis of the interview, pp. 332-340 
of Ch. 8, Cannell and Kahn explore the prob- 
lems of respondent motivation. In the chapter 
on Utilization of Social Science (a somewhat mis- 
leading title, since it covers primarily the prob- 
lem of the “follow up,”) Likert and Lippitt ana- 
lyze candidly and with aplomb the many-sided 
problems of securing research acceptance. 

It would be incredible that any future basic 
work in marketing research should ignore such 
discussions as these. Which, is the basis for sur- 
mising a value now in this volume to researchers. 
It is suspected, however, that few such readers 
will read from cover to cover. The volume is 
overly long, occasionally tediously pedagogical, 
and not unfrequently repetitious. As a possible 
guide to judicious sampling the following chap- 
ters are recommended: 3, 6, 8, 10, 11, and 13. 
DONALD F. BLANKERTZ 


University of Pennsylvania 


CurRRENT READINGS IN MARKETING, edited by 
George F. Frey and Raymond D. Buteux. 
(New York: Printers’ Ink Publishing Co., Inc., 
1954. Pp. 237. $2.50.) 

Textbooks in marketing cannot keep up with 
the dynamic field which they cover, Current 
Readings in Marketing is designed to be used 
with a basic text, to bring current material to 
the student in a convenient form. The editors 
propose to revise the contents each year and 
thus make available the latest thinking on each 
subject discussed. By reprinting material from 
Printers’ Ink and a limited amount of other 
material and by using a photo-lithography tech- 
nique the publisher believes it will be possible 


to offer annual editions at a reasonable price. 
The readings are organized as follows: 


The American Marketing Economy 
The Place of Marketing in the Economic 
Structure 
Consumers and Their Relationship to Mar- 
keting 


The Components of Distribution 
Retailing 
Wholesaling 
Warehousing 
Transportation 


Techniques of Marketing 
Marketing Research 
Market Forecasting 
Advertising 
Salesmanship and Sales Management 
Sales Promotion 


Policies 

Private Policies 
Product 
Price 
Channels of Distribution 

Public Policies 
Brands—Trade-marks 
Consumer Credit 
Other Legal Aspects of Marketing 


Industrial Marketing 


Each article is complete and some have charts, 
illustrations, and short bibliographies which 
might lead to further reading. 

Ten of the fifty-seven articles come from 
sources other than Printers’ Ink. More articles 
from sources other than Printers’ Ink would be 
of value to the student of marketing. It would 
result in better balance and more complete 
coverage of current developments. For example, 
the section on transportation has only one ar- 
ticle, which discusses air freight. The new de- 
velopment of trailer-on-freight-car and its re- 
percussions on transportation costs might have 
been given some attention. Perhaps later annual 
volumes may draw more heavily from other 
sources. 

The section on industrial marketing appears 
to be rather weak and could have been strength- 
ened by additional articles or made a sub-topic 
under the components of distribution. 

The editors had two general objectives: “To 
choose material that will parallel the organiza- 
tion of the most frequently used marketing 
texts in elementary college and university 


courses...” and “to select material on those 
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aspects of marketing that are most dynamic, 
most subject to continual alteration and varia- 
tion.” These objectives have been met. 

Current Readings in Marketing does bring 
together in one place articles of interest because 
of their timeliness. It should prove to be a val- 
uable supplement to the traditional marketing 
textbook. If continued on an annual basis, the 
series should also be helpful to the advanced 
student and teacher of marketing from an his- 
torical viewpoint. 

D. F. MULVIHILL 

University of Alabama 


ELEMENTS OF Statistics by H. C. Fryer. (New 
York: John Wiley and Sons, Inc., 1954. Pp. 
262. $4.75.) 

Written as a textbook for a general introduc- 
tory course in statistics, this book has been de- 
signed both for the student who will do further 
work in the field of statistics and for the stu- 
dent whose statistical education would termi- 
nate with che introductory course. The illustra- 
tive material is drawn from a wide range of ap- 
plications rather than from a single field, such 
as agronomy, marketing, sociology, or economics. 

Recent elementary statistics books are better 
than the older ones, and this book is one of the 
best of the recent books. It has the great virtue 
of emphasizing that statistics is a flexible tool 
to be adapted to the solution of actual prob- 
lems, scientific or administrative, and that it is 
not merely a collection of rituals which are 
performed in statistics courses but practically 
nowhere else. Practically all of the book is de- 
voted to statistical inference and relatively little 
is said about descriptive statistics, while the 
older emphasis was almost completely the re- 
verse. 

The marketing research practitioner who is 
interested either in reviewing his elementary 
statistics background or in going into elemen- 
tary statistics for the first time, Fryer’s book 
would be a good start, especially since it does 
not require much mathematical background as 
a prerequisite. Its brevity will be encouraging 
to those who want to get quickly into the sub- 
ject. The fact that answers are given to even- 
numbered exercises will be helpful. However, 
it does have certain limitations for marketing 
researchers. (1) In de-emphasizing descriptive 
Statistics to the extent it does, Fryer’s book does 
not emphasize certain problems of importance, 
such as data collection, graphic presentation, 
and “common sense” statistics (i.e., how to avoid 


the simple logical errors that so often blight 
conclusions drawn from statistical studies). (2) 
While the reviewer sympathizes completely with 
the objective of drawing illustrative material 
from a wide variety of fields, and does it in his 
own teaching, he realizes that some students 
and readers are motivated best by a concentra- 
tion of examples from their own field of in- 
terest. Some marketing researchers may there- 
fore prefer a book with examples slanted to- 


ward business. (3) Fryer avoids much discussion 


of the problem of getting a random—or prob- 
ability—sample in practice. While he does so 
consciously and explicitly, this omission is an 
important gap from the point of view of mar- 
keting researchers since the major statistical 
problem in marketing research is often that of 
getting a probability sample or a reasonable 
approximation thereto. 

In addition to these limitations from the 
standpoint of the marketing research reader, 
which are in no sense criticisms of the book as 
such, there are some criticisms that ought to be 
recorded. (1) While the exposition is generally 
clear, there are occasional passages that will 
cause trouble. E.g., the footnote on the bottom 
of page 13 would be puzzling to most readers, 
and the jump from the binomial distribution 
to the Chi-square distribution on page 132 might 
be confusing. (2) There are a few instances 
where the exposition is misleading or wrong. 
The important ones noted by the reviewer are 
the following: 

(a) The final conclusion in the baseball ex- 
ample on pages 92-94 is not convincing from 
the type of evidence presented: “In general, 
there is reason to believe that the batters in the 
year 1940 were not up to the standards of the 
other years shown in Table 4.23, especially 
those of 1920 and 1930.” (Page 94.) 

(b) The following quotation is incorrect: 

. a city made up of racial and economic 
groups of such diverse opinions on the matter 
being studied that it would not do to leave 
their representation in the sample to pure 
chance, as in the random sampling just de- 
scribed. It would be necessary to sample each 
group in accordance with its proportionate 
part of the city’s total registration of voters.” 
(This would exclude both non-proportional 
stratified sampling and simple random samp- 
ling.) 

(c) On page 169, the exposition would seem 
to rule out one-sided confidence intervals, which 
are often useful in practice. 

(d) Problem 17, page 232, gives an incorrect 
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discussion of elasticity of demand as a prelude 
to a required regression analysis of economic 
data. 

Lest the space here devoted to limitations and 
criticisms be misconstrued, it may be well to 
reiterate the earlier statement that Fryer’s book 
is definitely one of the best treatments of ele- 
mentary statistics. 

Harry V. ROBERTS 
University of Chicago 


EconoMics FoR CoNsuMERS (3rd Edition), by 
Leland J. Gordon. (New York: American 
Book Company, 1953, Pp. 610. $6.00.) 


First published in 1939 “to work through 
established principles, always from the consumer 
point of view” this introductory textbook in 
the economics of consumption is offered now, 
in its third edition, to illustrate the practical 
applications of the author’s Elementary Eco- 
nomics (1950). 

The book is divided into three parts. Part I 
examines the role of consumers in the control 
of production. It concludes that, while con- 
sumers may have once controlled the nature and 
extent of productive effort, they have sur- 
rendered partial, yet significant, control to pro- 
ducers. This consumer abdication of sovereignty 
enables producers (p. 48) “to concentrate on 
producing what will pay most profit rather than 
what may promote human welfare. Distortion 
follows, leading to false standards, fraud and 
deceit. As a result, producers offer for sale many 
things consumers do not want, while there is 
a dearth of genuine wealth which consumers 
need.” 

Part II, consisting of eleven chapters, dis- 
cusses in detail the contemporary restrictions 
on the consumer control of production. It also 
deals with the forces back of consumer demand. 
Its conclusions, if accepted, leave little doubt 
that modern consumers are in a serious plight. 
Their freedom of choice is sharply restricted by 
the impersonal forces of custom and fashion. 
Many customs are (p. 106) “harmless and unim- 
portant” but others “interfere seriously with 
the promotion of human welfare.” As well, all 
emulation and conspicuous consumption is not 
to be condemned, but in the United States (p. 
123) “wasteful emulation probably predomi- 
nates.” Moreover (p. 147) “fashions do not con- 
tribute to genuine human welfare; they actually 
interfere with its advancement.” Furthermore, 
consumers tend to suffer at the hands of un- 
scrupulous producers or, through their own 


ignorance, selfishness and inertia, they refuse to 
counteract the disadvantageous efforts of pro- 
ducers. Advertising, for example, is informa- 
tional (with qualifications and modifications) 
but, on the whole, much of it is wasteful due 
to misdirection, competitiveness and deception; 
in total (p. 195), “psychology has been per- 
verted to unsocial purposes.” As well (p. 221), 
“there is scarcely a field of human want which 
has not been exploited” by “certain profit-seek- 
ing producers” who engage in a variety of 
fraudulent practices to secure an easy income. 
In addition, prices are a poor guide to quality, 
especially under the restrictions of resale price 
maintenance. And, in general, installment credit 
has been abused by producers and consumers 
alike with the result that consumers have been 
injured. 

Positive suggestions for making consumer 
control of the economy effective are offered in 
the twelve chapters of Part III. The major sug- 
gestion calls for wider consumer education. The 
mechanics of intelligent consumption are ex- 
plained. This tends to be a “how to” presen- 
tation. Nevertheless, it treats in a broad way 
such matters as the development and use of 
family budgets, the significance of planned buy- 
ing, and the economics of cooperation, insur- 
ance, investment and home ownership. In Part 
III it is argued that producer aids to consumers 
—particularly trade marks, brands and labels— 
are typically ineffective from the consumers’ 
standpoint. There is a plea for a greater use of 
standards and grade labelling and a warning 
for consumers to beware of short weights and 
measures. The final chapter describes briefly 
certain government aids to consumers, present- 
ing the familiar argument that the scattered 
services in the federal government should be 
consolidated into a single department of the 
Consumer. 

This book has much merit as a textbook. The 
style makes for clear reading. The reference 
material in footnotes is abundant and thorough. 
The organization is adaptable to class use. The 
assignments for each chapter are useful. Chap- 


.ters 1, 5 and 6 on custom-made wants are ex- 


cellent and Chapter 13 on resale price mainte- 
nance is current. The teacher who prefers class 
discussions to lectures will propably find that 
this book can stimulate lively argument and 
lead to provocative thinking. The following 
two questions and brief comments are offered 
in evaluation of the author’s conclusions from 
the standpoint of the book’s use as an elemen- 
tary text. 
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What is the author’s position on producer 
motivation? He clearly accepts the tenet of tra- 
ditional theory—(p. 42) “... the single test 
which [producers apply in guiding production] 
is that of profit.” On this assumption and on 
the basis that consumers are typically ignorant 
or apathetic he builds a strong argument (Chap- 
ter 11), supported by well documented instances 
from reality, to the effect that greedy producers 
profit through fraud, deceit and chicanery. Yet, 
later (p. 503) he notes that there are three types 
of producers. “A few” are downright dishonest; 
“a second larger group” exploit consumer ig- 
norance; and “the third group” attempts to as- 
sist consumers to buy intelligently. This sort 
of quantitative ambiguity suggests that the care- 
ful student might well apply to his reading of 
this book the author’s sound advice with re- 
spect to advertising—(p. 171) read it with a 
liberal discounting of claims and a healthy 
skepticism of promises. The student might also 
ask to what extent producers neglect social re- 
sponsibility in the market place in their quest 
for maximum dollar profits. 

What is the author’s position on the freedom 
of consumer choice? Apparently he advocates a 
social system that will achieve (p. 63) “group 
welfare while retaining free choice.” Freedom 
of choice is defined as (p. 63) “the power to 
choose freely among goods and services for con- 
sumer satisfaction.” Yet it is fairly clear that 
the author prefers consumers to exercise this 
freedom according to certain standards which 
in his opinion are desirable. For example, he 
argues that (p. 62) “the freedom of choice of 
some consumers is restricted by their desire to 
consume economic goods conspicuously for the 
sake of display rather than for the utility which 
they may yield.” And (p. 147) “a fashionable 
person cannot be an economic man.” Or (p. 
246) “towels, like sheets, are difficult to judge. 
What the consumer wants is a sturdy, well-made 
product at a reasonable price.” Reference to 
such undefined standards of consumption may 
well cause the reader to question whether the 
author is discussing the “practical application” 
of economics to consumption or criticising con- 
sumers for not fitting into a highly theoretical 
mould. 

Like many other books on consumer problems 
written prior to World War II, this book em- 
braces a point of view that is decidedly un- 
favorable to business. Such books, especially in 
that they are popular enough to be revised, 
highlight certain important facts of economic 
life. In modern society producers can be preda- 


tory. And consumers can be tragically unpre- 
pared to cope with the complicated task of con- 
sumption. Yet these books raise basic issues. Is 
it possible to expose the seamy side of business 
to justifiable criticism while at the same time 
giving full recognition and support to that seg- 
ment of business that displays a worthy aware- 
ness of its social obligation? And is it possible 
to analyze consumer behavior without at the 


same time raising the tired ghost of the eco- . 


nomic man? 

However much this reviewer disagrees with 
the point of view expressed in Economics for 
Consumers, he still feels that it is a valuable 
contribution to the field. The sharp needle of 
criticism, whether it prods producer or con- 
sumer, represents a necessary stimulus for the 
improvement of consumer welfare. But equally 
necessary, and perhaps more effective, is a posi- 
tive stimulus which arises out of commendation 
for the acts of socially conscious producers and 
out of an understanding for consumers who may 
be neither rational nor ignorant but just hu- 
man. 

Grorce A. Epwarps 
Columbia University 


How To FIND AND QUALIFY ProsPEcTs AND GET 
INTERVIEWS, by Charles B. Roth. (New York: 
Prentice-Hall, Inc., 1954. Pp. 210. $4.95.) 


Mr. Roth has added a third book to his two 
earlier ones dealing with specific phases of the 
sales interview. In his previous volumes he 
dealt with the problems of meeting objections, 
and of closing sales. Now he explains how to 
find and qualify prospects and get interviews. 
After examining carefully Roth’s latest book the 
reviewer did not feel that he had just read an- 
other book on salesmanship. Instead, he felt as 
if he had just completed an informal, informa- 
tive, over-the-desk discussion of the many per- 
plexing problems of the three initial phases of 
an interview—prospecting, preapproach and 
approach. The author’s style is vigorous, fresh, 
direct and simple; his ideas and techniques are 
explained clearly and convincingly. The liberal 
use of illustrations adds greatly to the reader’s 
interest and understanding of the material. Still 
there remained that definite impression of hav- 
ing talked with an expert, a master, a man of 
wide personal experience in selling, rather than: 
of having read a book. 

Arthur H. (Red) Motley is famous among. 
salesmen for his speech, “Nothing happens un- 
til somebody sells something.” Mr. Roth in his 
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latest book establishes the thesis that before any- 
body sells something he must first locate the 
right man to sell to and get in to see him in 
the right manner. His contention is that one of 
the chief causes for failures in selling is the 
inability of the salesman to see enough of the 
right people in the right way. This book should 
prove as beneficial in solving selling problems 
and difficulties encountered at the beginning 
of the sale as his two earlier volumes have in 
helping salesmen meet all sorts of objections 
and close sales more successfully. For if the 
sales maxim is true that a saleman must make 
two important sales in every complete interview, 
first sell himself and the interview itself, and 
second, sell the proposition or sales proposal, 
then Mr. Roth’s latest volume ought to make 
easier and simpler the successful completion of 
that first important sales—yourself and the in- 
terview. 

To the reviewer, the notable contributions 
of this book are (1) the emphasis placed upon 
the vital necessity of discovering Mr. Rightman, 
and of getting in to see him in the right manner, 
(2) how to recognize Mr. Rightman by proper 
qualification, by fact-finding interviews, and by 
blue-printing your ideal prospect with your 
best customers as the guide, (3) an over-all 
guide or system to keep a salesman supplied 
constantly with new prospects of the right kind, 
(4) tested ideas and methods for getting in to 
see the right man under the most advantageous 
circumstances possible, and (5) how to gain the 
attention-interest of the prospect, handle in- 
terruptions easily, and stay in successfully after 
you get in. While these are the high spots of 
the material, every one of the twenty-two chap- 
ters contains valuable ideas adaptable to the 
daily problems of many salesmen. Mr. Roth has 
accomplished the objective of every thoughtful, 
experienced writer on salesmanship, to simplify 
rather than complicate the tested and tried 
methods and techniques of successful salesmen. 
Certainly this worthy objective has been ac- 
complished in a remarkable manner. That in 
itself should recommend the book to every per- 


to greater success and satisfaction in selling. 

If it is imperative that a critic find some fault 
with a book, a minor criticism might be that 
Mr. Roth has failed to balance his treatment 
of the three parts of the interview which he 
started out to cover. Perhaps the first six chap- 
ters might be said to relate to prospecting, and 
certainly chapters eight through twenty-two deal 
with approach problems. Only in chapter seven 


son seeking an easier and more certain path : 


and in part of chapter eight is attention de- 
voted to the value and importance of planning 
and preapproach work before the actual call. 
Would not additional material on preapproach 
problems have strengthened the book in view 
of the need for this in so many types of selling 
work today? Would not more detailed discussion 
of such matters of the preapproach as sizing 
up the prospect, determining the sales task con- 
fronting the salesman, and a fuller explanation 
of sources of facts and information about new 
prospects have been worth including? These are 
obviously minor criticisms when the complete- 
ness and adequacy of the other chapters are 
considered. 

Three special groups of people should bene- 
fit greatly by this book. First, the great number 
of salesmen whose bread and butter depends 
in varying degree on their success in locating 
and qualifying prospects and getting interviews. 
Certainly all those men who face daily the task 
of “where-to-look-next” should be the primary 
beneficiaries of this book. Second, sales train- 
ers and supervisors should find in it innumer- 
able new ideas for sales meetings or sales bulle- 
tins, or to use in their field training program. 
Third, teachers of salesmanship will discover a 
gold mine of new material which should pro- 
vide interesting and teachable selling methods 
and techniques. However, Mr. Roth’s book 
should provide interesting and profitable read- 
ing for anyone concerned with the problems of 
Mr. Salesman as he tries to improve himself in 
finding and qualifying prospects and getting in- 
terviews. 

FRANK H. BEACH 
University of Illinois 


READINGS ON AGRICULTURAL MARKETING, edited 
by Frederick V. Waugh. (Ames: The Iowa 
State College Press, 1954. Pp. 456. $5.00.) 


These readings were assembled and published 
under the sponsorship of the American Farm 
Economic Association to provide “graduate stu- 
dents, researchers, administrators, and econo- 
mists in the distributive trades”—who are said 
to be “finding it increasingly difficult to keep 
in touch”—with coverage of a “wide range of 
subject matter, . . . different points of view on 
some controversial matters, and . new and 
promising techniques of economic research.” 

These objectives have been substantially 
achieved. A large number of readings—variable 
in subject, type, length, style, and quality—are 
effectively tied together by comments of the 
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editor with as much continuity of development 
as the textbooks on agricultural marketing. Defi- 
nitions of marketing emphasize the economic 
aspects of pricing and allocation. Discussion of 
some of the tools essential to economic analysis 
of agricultural marketing includes readings on 
demand and supply-response functions, on price 
and income elasticities, and their relevance to 
economic equilibrium. Explanation of methods 
for empirical approximation of demands is non- 
technical but adequately covers techniques and 
sources. The kinds of utility supposedly involved 
in the production of vendible marketing serv- 
ices—place, time, form, and ownership—are 
used as vehicles for exposition of the economics 
of equilibrium determination of location, trad- 
ing areas, and distribution of output among 
alternative markets. There is a full chapter on 
recent work in specification of the concept of 
marketing efficiency applicable to processes, en- 
terprise organization, markets and methods, 
methods for measuring efficiency, and the policy 
implications which may be derived therefrom. 
As in most other sections, there is a happy blend- 
ing of theoretical and descriptive materials. 
The number of variables affecting profit which 
can be controlled by the firm and the precision 
of such control are determined by the competi- 
tive structure in which the firm operates. Con- 
sequently, there are readings relevant to the 
determinants and effects of various deviations 
of enterprise and industry organization from the 
competitive norm and to the facilitating, regu- 
latory, and interventionist functions of govern- 
ment which affect the methods of profit maximi- 
zation available to marketing enterprises. Prior 
to large-scale governmental intervention, co- 
operative marketing enterprises operated on a 
group basis. These cooperative agencies con- 
trolled some but not all of the factors affecting 
profit of the member firms. The divergent views 
prevailing with respect to objectives and capaci- 
ties of group organizations are fully set ot. Fi- 
nally, there is a chapter of readings dealing with 
developments in marketing methods over time. 

Certainly the readings provide contact with 
a wide range of specific issues, viewpoints, and 
analytical methods. Only occasionally is high- 
level technical competence required for under- 
standing. There is more explicit use of analyti- 
cal method than in any available texts in this 
field. The book is, therefore, suitable for class- 
room use. Selections are representative of major 
analytical problems, viewpoints, and methods of 
study. The inevitable discontinuities in a book 
of readings occur somewhat less often than in 


most similar works. No theory of marketing is 
developed in the book. There is no explicit 
analysis of economic equilibrium as a governor 
of exchange patterns. Reference to the determi- 
nants of trade flows, to transfer costs, and to 
the specific effects of various types of enter- 
prise organization upon marketing methods 
might have been developed more fully. Space 
devoted to elementary concepts and to efficiency, 


without direct tie-in to equilibrium adjustments . 


of firm and industry, seems to be somewhat ex- 
cessive. These inadequacies, if such they be, 
may well represent differences in judgment or 
aesthetic preconceptions between an editor who 
was required to survey a broad and complicated 
field in a single volume and a reviewer who was 
not. The editor has succeeded in preparing an 
interesting economic analysis of agricultural 
marketing. It is a major contribution to that 
field. 
G. L. MEHREN 


University of California, Berkeley 


THE LANGUAGE OF DYNAMIC PSYCHOLOGY AS 
RELATED TO MOTIVATION RESEARCH, by Joseph 
W. Wulfeck and Edward M. Bennett. (New 
York: McGraw-Hill Book Company, 1954. 
Pp. 111. $4.00.) 


This guide to the writings of motivation re- 
search specialists is a part of the Advertising 
Research Foundation’s project on motivation 
research under the direction of a twelve-man 
committee of advertising executives and psy- 
chologists. 

For each of about 500 words or terms, a brief 
definition is given by Dr. Wulfeck, with addi- 
tional comment by Dr. Bennett. The authors 
limit the scope of this glossary to “words that 
could be precisely defined without oversimpli- 
fying them . . . (and words which) are likely 
to confront advertising men.” (p. 10) 

Occasionally the authors depart from laws of 
definition which have been accepted by logicians 
since the time of Socrates. It is not enlightening 
to read that an ambivert is “an individual who 
behaves with ambiversion,” or conversely, that 
extraversion is “the characteristic behavior of 
the extravert.” 

In some of the more technical aspects of psy- 
chology, the discussion is incomplete. The auto- 
nomic nervous system, for example, is defined 
as “that part of the nervous system which con- 
trols ‘gut’ activity and gets involved in emo- 
tions.” The autonomic controls not only “gut 
activity” (through its sympathetic division) but 
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also innervates important cranial ganglia 
(through its parasympathetic division). Corre- 
lation is discussed with no mention of the im- 
portance of the magnitude of r, which, for pre- 
dictive purposes, is certainly more important 
than the algebraic sign of the coefficient. The 
psychogaivanic skin reflex is defined as “a 
change in the resistance of the skin and neigh- 
boring tissue upon emotion producing stimula- 
tion.” To limit the PGR to emotion-producing 
stimuli is too narrow, since changes in resist- 
ance may also result from muscular activity, 
fatigue, illness, sleep, etc. 

Dr. Bennett’s statement that “Education, ad- 
vertising, and propaganda are approximately 
the same in method and in general purpose” 
(p. 85) is one with which many educators, ad- 
vertising practitioners, and propagandists might 
take issue. 

The most serious errors, however, are those 
of omission. None of the following words is in- 
cluded, although they are in reasonably com- 
mon usage in the field of motivational psy- 
chology: 


confidence limits mode 
confusion control morale 
control group parameter 
counterbalance pluralistic ignorance 
critical ratio psychophysics 
euphoria rank order 
expectancy rapport 
functional autonomy _—sreinforcement 

of motives response 
habituation rotation 
hypothetical construct scaling 
item analysis standard deviation 
Law of Effect unidimensionality 
lie detector vector 


lobotomy 


The definitions for factor analysis, halo effect, 
and projective techniques, are particularly clear 
and technically correct. Minor errors of spelling 
and grammar indicate the need for more care- 
ful proofreading. 

In spite of the critical tone of this review, the 
reviewer believes that the job undertaken by the 
authors was worth doing. They are to be com- 
mended for having undertaken a very difficult 
task. 
Dik WARREN TWEDT 
Needham, Louis and Brorby, Inc. 


BRIEFLY NOTED 
THE SALESMAN’s COMPLETE IDEAS HANDBOOK, by 
Emille Raux. (New York: Prentice-Hall, Inc., 
1954. Pp. 227. $4.95.) 
Salesmen and sales trainers will find some 
worthwhile ideas in this loosely organized but 
easily read volume. 


MILK DISTRIBUTION AND PRICING IN GREAT Brit- 
AIN, by Leland Spencer and Stewart Johnson. 
(Ithaca: Cornell University Agricultural Ex- 
periment Station, Bulletin 903, 1953. Pp. 147. 
No price mentioned.) 


The comparative study of marketing systems 
of different economies is in its infancy. Studies 
such as the one reported here contribute toward 
advancement in this worthwhile area of investi- 
gation. In addition to its value to students of 
marketing systems it contains descriptive and 
analytical material of interest to those engaged 
in the fluid milk industry. 


WoRLD POPULATION AND PRODUCTION TRENDS 
AND OUTLOOK, by W. S. Woytinsky and E. S. 
Woytinsky. (New York: Twentieth Century 
Fund, 1953. Pp. 1268. $12.00.) 


World economic forces and trends are out- 
lined in this ambitious and fascinating volume 
which was financed by the Rockefeller Founda- 
tion and the Twentieth Century Fund and 
jointly administered by the Fund and Johns 
Hopkins University. Businessmen and students 
will find this study a valuable reference and 
background work. It is divided into five parts as 
follows: Man and His Environment, World 
Needs and Resources, Agriculture, Energy and 
Mining, and Manufactures. The last part will 
be of particular interest to those in the indus- 
tries discussed which are: Food, Drink and To- 
bacco Industries, Textile Industry, Iron and 
Steel Industry, Machinery and Transportation 
Equipment Industries, and the Chemical In- 
dustry. The economic significance of the United 


_ States is clearly depicted and a wealth of other 


information is presented in the text, statistical 
tables (nearly 500), and maps and charts (some 
340). 


BOOKS RECEIVED 
PricEs, INCOME AND PuBLic Poticy, by Clark Lee 
Allen, James M. Buchanan, and Marshall R. 
Colberg. (New York, N. Y.: McGraw-Hill 
Book Company, Inc., 1954. Pp. 418. $5.00.) 
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INTERNATIONAL ECONOMICS AND PuBLIc Poticy, 
by Harry G. Brainard. (New York: Henry 
Holt and Company, 1954. Pp. 706. $6.00.) 

Tue FRONTIERS OF Economic KNOWLEDGE, by 
Arthur F. Burns. (Princeton, N. J.: Princeton 
University Press, 1954. Pp. 367. $5.00.) 

CAPITAL AND OuTPUT TRENDS IN MANUFACTUR- 
ING INDUSTRIES, 1880-1948, by Daniel Creamer. 
(National Bureau of Economic Research, Inc., 
N. Y.; Comet Press, Inc., 1954. Pp. 104. $1.50.) 

Tue Economic ALMANAC 1953-1954, edited by 
Frederick W. Jones. (New York: Thomas Y. 
Crowell Company, 1954. Pp. 740. $2.95.) 

REGULARIZATION OF BUSINESS INVESTMENT (a 
Conference) by the National Bureau of Eco- 
nomic Research, New York. (Princeton, N. J.: 
Princeton University Press, 1954. Pp. 513. 
$8.00.) 

EFFEcTIVE IN Business (2nd Edition), 
by Robert L. Shurter. (New York, N. Y.: Mc- 
Graw-Hill Book Company, Inc., 1954. Pp. 250. 
$3.00.) 


FORTHCOMING 


CoNnsUMER BEHAVIOR, edited by Lincoln H. Clark 
for the Committee for Research on Consumer 
Attitudes and Behavior (New York: New 
York University Press, October 1954. Pp. 
about 300. $4.00). 


CONTENTS 
The Consumer in the New Suburbia 
William H. Whyte, Jr. 
The Autonomy of the Consumer 
Nelson N. Foote 
Processes and Objectives of House Purchasing in 
the New London Area Ruby T. Norris 
How Purchase Decisions Are Made 
George Katona 
The Choices Consumers Make: 
A Panel on the Technical Problems of Meas- 
uring Preferences 
Introduction James Tobin 
An Experimental Test of a Proposition in 
the Theory of Choice A. G. Papandreou 
A Law of Categorical Judgment 
W.S. Torgerson 
Recent Developments in Attitude Research 
Frederick L. Strodtbeck 
Measurement of Preferences Clyde Coombs 
The Committee for Research on Consumer Atti- 
tudes and Behavior Lincoln H. Clark 
Summary Minutes of First Conference—1952 Re- 
search Program 
Summary Minutes of Second Conference—1953 
Bibliography of Consumer Behavior 
Ralph B. Bristol, Jr. 
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A.M.A. Notes 


HUGH G. WALES, Editor 


Minutes of the Business Meeting 
Atlantic City, N. J., June 16, 1954 


The meeting was called to order by the Presi- 
dent, Neil H. Borden, at 2:30 p.m. 


I. REPORT OF THE SECRETARY 


Mr. Ira D. Anderson reported that the Association 
now has a total membership (individual) of 5,050; 
and a company membership totalling 147 units 
(of $100 each). There are 34 active Student Market- 
ing Clubs, and there are a number of others which 
have expressed interest in activities next fall. 

There are 37 active chapters. The Board just ac- 
cepted the petition from the Intermountain Chapter 
which will serve the territory surrounding Salt Lake 
City, Utah. Houston, Texas, is the other new 
chapter recently accepted. 

During the year, an analysis was made of dropped 
members which indicated that most members are 
lost within the first two years of their membership. 

Date for distribution of the 1954-55 National 
Roster is set for October 1st. 

Mr. Alfred W. Hubbard moved that the Secretary's 
report be accepted. Mr. John Coleman seconded 
the motion which carried. 


II. REPORT OF THE TREASURER 


In the absence of Mr. Charles W. Smith, the 
National Treasurer, Mr. Anderson, gave the Treas- 
urer’s report. 


Estimated expenses through June 30, 1954 
for the current fiscal year were ........ $65,733 
Estimated income for the same period was 


It was hoped that the number of company mem- 
bership would be suficiently increased before the 
end of June, 1954 to help offset this deficit. 

Mr. Anderson announced for the Treasurer that 
there would be consolidation of the books of the 
Association and the JOURNAL OF MARKETING 
which heretofore had been kept separate. Plans for 
the consolidation were completed and the merger 
would occur July 1, 1954. 

Mr. Anderson stated that the new procedures for 
handling chapter billing as well as national were 


222 


working very well, and that all chapters were now 
cooperating on this basis. 

An analysis has been made of the workloads of 
the Central Office over a two year period, and this 
reflects the economy of installing the addressograph 
and graphotype equipment. 

Publication of the financial statement will be 
made in an early issue of the Monthly Bulletin. 

Mr. Gordon Hughes moved that the Treasurer’s 
Report be accepted. Mr. Hugh McMillan seconded 
the motion which carried. 


III. REPORT OF THE EXECUTIVE DIRECTOR 


Mr. William C. Gordon, Jr. presented his report 
in two parts: 


A. Progress toward realization of some of the ob- 
jectives set forth last fall. 

B. Immediate plans for the coming year. 

Progress Report 

1. Improvement of operating procedures, and 
streamlining of office mechanism. 

2. Development of basic organization chart. 

3. Increasing, and clarifying communication chan- 
nels. 

4. Several steps toward improvement of public re- 
lations and publicity program. 


5. Development of sources of information at Central 
Office point. 


1. Improvement of Operating Procedures 

a. Office force—many procedures improved and 
new ones instituted. 

b. Basic charts of operation have been de- 
veloped. 

c. Tighter control over costs of operation. 

d. Revision of budgetary and accounting 
procedures. 

e. Perpetual inventory control. 

f. Series of procedures and time schedules. 

g- Reduction in costs of printing. 


2. Basic Organization 

a. Development of chart showing basic organi- 
zation. 

b. Development of Job Specifications for offi- 
cers, directors, committee chairmen, and 
committees, administrative personnnel of 
Central Office. 

c. Manual of Policies and Procedure developed 
for use of officers, directors and committee 
chairmen. 
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g. Communication Channels 


a. Development of a Company Membership 
Newsgram mailed to all company members 
as well as Board, Chapter presidents, and 
some news sources. 

b. Chapter Suggestion Box containing ideas for 
chapter operation, mailed to all chapter 
presidents, Board. 

c. Chapter presidents now receive copies of 
Newsgram and news releases. 

d. Development of a system to keep officers 
and Association fully informed of every- 
thing important which happens and per- 
tains to the Association. 

e. Revision of Chapter Operations Manual. 

f. Revision of procedures for administration 
of Student Marketing Club program. 


4. Publicity 
a. Expanded and improved publicity list to re- 
ceive news releases. 
. Improvement in quality of news releases. 
. Revision of Publication List. 
. Distribution of Census Study. 
. Improved publicity with respect to confer- 
ences. 
. Distribution of marketing information sup- 
plied by various sources. 
g. Improved cooperation with other organiza- 
tions. 


Mr. Gordon stated he would like the membership 
and those outside our association to think of the 
Central Office as a clearing house for sources of in- 
formation. 


5. Plans for future 


a. Develop further sources of information at 
Central Office. 

b. Study program of Association with a view to 
revision to fit membership. 

c. Special booklets of case histories. 

d. Chapter visitations by the Executive Direc- 
tor as well as the President. 

e. Improvement of operating services to new 
chapter officers. 

f. Plans to reduce membership mortality. 

g. Develop ideas for membership promotion 
for the right kind of people. 


IV. RESOLUTIONS 


Mr. Hugh McMillan then moved that the follow- 
ing resolution be approved by the membership. 


Resolution to Atlantic City Conference Committee 
BE IT HEREBY RESOLVED THAT 


the appreciation of all those attending this con- 
ference at Atlantic City be extended to the com- 
mittee responsible for it. 


The program, the arrangements, the entertain- 
ment, the accommodations, and all the details 
which added to our knowledge, convenience, com- 
fort, and pleasure have been most carefully 
planned and executed. We know this could not 
have been done without many hours of planning 
and hard work on the part of the comparatively 
few whose efforts were entirely voluntary. 


We hope this expression, which is so brief and 
inadequate, will nevertheless convey some of 
the gratitude that is felt by all who have enjoyed 
the results of this most successful teamwork. We 
know this meeting will be one to be long remem- 
bered. 

AMERICAN MARKETING ASSOCIATION 


Mr. Richard D. Irwin seconded the motion to 
approve the resolution. Motion carried. 

Mr. McMillan then read a second resolution to 
the Ambassador Hotel and moved approval by the 
members, as follows: 


Resolution to Ambassador Hotel Staff 


BE IT HEREBY RESOLVED THAT 
the members of the American Marketing Asso- 
ciation attending this meeting extend to the 
Ambassador Hotel its sincerest thanks for the 
courteous and expeditious handling of the details 
which contributed to a successful meeting. 


We should like particularly to commend the effici- 
ency of the staff who handled the preparation and 
serving of the food. These functions were executed 
with notable competence, and added greatly to 
the enjoyment of the guests. 

AMERICAN MARKETING ASSOCIATION 


This motion was seconded by Mr. James 
Weatherby and carried. 
Meeting was adjourned at 2:55 p.m. 


Respectfully submitted, 
Marguerite Kent, Executive Assistant 


A meeting of the teachers of the American 
Marketing Association will be held in Detroit, 
Michigan, in December, 1954. Members of the 
Conference committee appointed thus far are: 


General Chairman: Schuyler F. Otteson 
University of Indiana 
Bloomington, Indiana 


Treasurer. John J. Rath 
Wayne University 
Detroit, Michigan 

Arrangements: H. Webster Johnson 


University of Detroit 
Detroit 21, Michigan 
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NEW YORK UNIVERSITY PRESS announces the publication of 


Behavior 


edited by LincoLn H. CLARK 


the first in a series of reports prepared by the Committee for Research on Consumer 


Attitudes and Behavior 


Two years ago, a group of social scientists formed the Committee for Re- 
search on Consumer Attitudes and Behavior with the express aim of de- 
veloping a new approach to the study of the American Consumer .. . an 
approach designed to draw upon the research of the various social sciences. 


This volume comprises a group of exploratory studies reported at the Com- 
mittee’s first two annual conferences. 


CONSUMER BEHAVIOR presents a thorough analysis of how purchase decisions 
are made, the result of an original research project conducted for the Com- 
mittee by George Katona and Eva Mueller. ‘The other contributors are: 


William H. Whyte, Jr., Nelson N. Foote, Ruby T. Norris, James Tobin, A. J. 


Papandreou, W. S. Torgerson, Frederick Strodtbeck, Clyde H. Coombs, and 
Ralph B. Bristol, Jr. 
$4.00 


Order from your bookseller or directly from 


NEW YORK UNIVERSITY PRESS, Washington Square, New York 3, N.Y. 


PRINTERS 
QUESTIONNAIRES 


We have ideas and suggestions regarding questionnaires 
gained over the years that might be helpful to you. We have 


been doing them for 17 years. 


We have the experience also the equipment and facili- 


ties for getting. them out fast, accurate and attractive. 


Among our customers are leaders in the marketing 


research field. 


We would appreciate an opportunity to acquaint you 


with our setup, which places you under no obligation. 


M. D. DANON PRINTING CORPORATION 


129 Lafayette Street, New York 13, N. Y. - Tel. WAlker 5-1804-5-6 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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THE JOURNAL 
OF 
MARKETING 


now offers the following publica- 
tions, which can well help make 
your sales management problems 
substantially lighter: 


1. Arithmetic for Sales Management, 
by Frank W. Hankins, Vol. VII No. 
1 


2. Trends in the Selection and Train- 
ing of Salesmen, by David R. Os- 
borne, Vol. XI No. 1 


3. What Sales Management Expects 
from Research, by Robert F. Elder, 
Vol. XIII No. 1 


4. The Development and Pricing of a 
New Product, by Jacob O. Kamm, 
Vol. XV No. 3 


These are priced at $1.75 per copy in 
the United States; $2.00 per copy out- 
side the United States. 


KINDLY ENCLOSE REMITTANCE 
WITH ORDER 


Address all orders to: 


AMERICAN MARKETING 
ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 


Allyn and Bacon 
College Division 


CAS ES N announces 
MARKETING 


by Lawrence C. Lockley 


Professor of Business Administration 
and Dean of the School of Commerce 
University of Southern California 


and Charles J. Dirksen 


Professor of Marketing 
and Dean of the College of Business Administration 
University of Santa Clara 


Drawing on their vast experience in the 
business and academic fields, Professors 
Lockley and Dirksen present 83 market- 
ing cases which effectively introduce your 
students to the basic principles of market- 
ing. 


The authors base these 83 marketing cases 
on actual business problems—problems 
which have had to be decided by people 
in business. 


Cases in Marketing can. be used with any 
standard elementary marketing text. The 
book can also be used by itself effectively 
in courses where the instructor uses the 
case approach. A cross reference table, 


located in the front of the book, indicates : 


where the subject matter covered in a 
given case can be found in the leading 
marketing texts. 


Concrete applications and explicit anal- 
yses of the cases presented in this book 
give your students a vivid picture of the 
problems faced day to day in the busi- 
ness field and will help them develop a 
sound and practical knowledge of the ele- 
mentary principles of marketing. 


Published May 1954 
352 pages 55” x 8%” 


Examination copies available, 
write to— 


Allyn and Bacon, 
Incorporated 
College Division 


70 FIFTH AVENUE 
NEW YORK 11, NEW YORK 


Please mention the JOURNAL OF MARKETING in writing advertisers 


— 
| 
res 
ive 
Aj 
-6 
; 


Sponsored by the American Marketing Association 


MARKETING 
CHANNELS Menufactured Droducts 


Edited by RICHARD M. CLEWETT, Northwestern University 


The Association sponsored this volume because it meets a need that has long existed in the 
marketing literature for a comprehensive treatment of distribution channels. Written by 
a group of twenty-two marketing men chosen for their outstanding competence in the 
fields to which they were assigned, the book covers channels as a whole and provides new 
material on a number of selected commodities. These include automobiles, canned foods, 
frozen foods, home laundry equipment, meat, men’s suits, petroleum products, shoes, steel, 
textiles, and women’s pee Marketing men in business and industry are finding the 
book an invaluable source of up-to-date information on channel problems. Because the 
channel offers an excellent means of integrating the entire field of marketing, the book 
has been found useful as a text for the general marketing course, as well as a reference for 
a variety of other marketing courses. Reviewing the book in Journal of Marketing, Ralph F. 
Breyer comments, “Marketing Channels is in every way a worthy addition to the modest 
but distinguished list of general works sponsored by the American Marketing Association.” 


THEORY IN 
MARKETING 


Edited by REAVIS COX, University of Pennsylvania and WROE ALDERSON, 
Alderson & Sessions, Inc. 


This book was sponsored by the Association in recognition of the need for a survey of 
recent thinking in the marketing field and as a contribution to the science of marketing. 
It offers a broad approach to theory, bringing together a distinguished panel of marketing 
authorities who here state and explain their varying points of view. Presenting some of the 
best original work ever done in this field, the authors explore new concepts for marketing 
theory, relations of economic theory to marketing, and relationships between economic 
theory and public policy in the marketing area. An attempt is made to refine already exist- 
ing analytical tools. This important pioneering work offers teachers, students, and practi- 
tioners marketing material essential to an understanding of the field and not available 
in any other single volume. 


We feel honored to have been selected by the American Marketing 
Association as the publisher for these much-needed contributions 
to marketing literature. It will be a policy of the Association to 
sponsor additional volumes from time to time. Watch for MAR- 
KETING IN CANADA edited by E. J. Fox and scheduled for 
. publication early in 1955. 


Homewood, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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Number One seat 
for too many 


marketers today 


What's going on? What will happen next? Sell- 
ing Research can help you draw the vivid, 
meaningful picture you need—through the na- 
tion’s largest, fastest tailor-made store audit 
service. 


LARGEST AND FAsTEST MEANS THISs: 


You name the cities you require. Any city, 
anywhere! Selling Research offers you 7,050 key 
stores, in 167 key markets, coast to coast—plus 
g more markets in Canada. Other markets are 
added, as directed by you. 

You specify the audit to be run, the informa- 
tion to be developed. Within 7 days of receipt 
of your order, as many as 400 Selling Research 
store auditors simultaneously start reporting 
your data. 

Even as data is being procured, checking be- 
gins. Checking by traveling supervisors, work- 
ing on the spot. Checking by regional super- 
visors, confirming audit calls and procedures. 

Within 10 days of completion of field work, 
the validated report is on your desk. You're 
ready for action! 


om 


Count JUsT THE Osvious ADVANTAGES 
OF PUTTING SELLING RESEARCH 
on Your TEAM 


Instead of great imponderables, you'll have— 
constantly—a quick, coherent, reliable market 
story. 

You'll know the results you can expect from 
your sales strategy, before your budget is com- 
mitted irrevocably. ' 

You'll know the score on a competitor's 
plans, even while he’s getting the news—often, 
before he gets it. 

Shouldn’t you—this week—discover why, to 
more and more top research directors, store 
audit means Selling Research? 


Your FASTEST reports on merchandise 
movement come from Selling Research 


DRUG SOFT GOODS CONFECTIONERY 
GROCERY APPLIANCE STATIONERY 
LIQUOR HARDWARE VARIETY 
JEWELRY AUTOMOTIVE DEPARTMENT 


96 Liberty Street, New York 6, N.Y. Selling Research ' Inc. 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St.,N.W. Washington 6, D. C. JUNE 1954 VOL. 49, NO. 266 


Articles 


Statistical Methods for Poisson Processes and Exponential Populations .......... Allan Birnbaum 
A New Type of Control Chart Limits for Means, Ranges, and Sequential Runs .......... N. Weiler 
Technical Aspects of Transportation Flow Data ............. valaedliessatebed R. Tynes Smith 
Industrial Classes in the United States, 1870 to 1950 
Measurement for Economic Models 


Applications of the Circular Normal Distribution .................0ccceeeceeees E. J. Gumbel 


Response Errors in the Collection of Wage Statistics by Mail 


Statistical Abstracts 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 


_ 2. Improvement of basic statistical data 
A S A 3. Application of statistical methods to practical prob- 
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JUST PUBLISHED! 
Your key to plus-sales and profits 


AUTOMATIC SELLING 


By G. R. SCHREIBER 
Editor of “Vend”, the magazine of automatic selling 


+ How big is the vending market? | See what automatic selling can do 
* How is it organized? for your sales picture 


| 
| 
| 
| 

| 

| 

| 
= What is its potential for growth? Are you sharing in the $1.5 billion bonanza of 
| 

| 

| 

| 

| 

| 

| 


* What can automatic selling do for automatic selling? For manufacturers and market- 
the retailer—or manufacturer? erds, vending is opening new markets ; for retailers, 

* What prospects does it offer the it is the answer to around-the-clock business and a 
investor? new way to plus-sales and profits on nuisance or 

*How much does automatic selling convenience items. Here is a book by an expert that 
cost? can answer your + eee about automatic selling. 

- Will a product vend successfully? _It is packed with facts and figures on every aspect of 

-Wh k .. the market. Examine this authoritative survey of the 
age industry yourself. Send now for a copy on 
selling open up? 


What are the limitations of auto- “PP 


matic selling? 1954 195 pages $5.00 
JOHN WILEY & SONS, Inc. 440-4th Ave., New York 16, N. Y. 


Please mention the JOURNAL OF MARKETING in writing advertisers e 


| 
eg 
a 
| 
% 
be 
te 
A 
bye 
as 
ney 
ij 


Salesmanship 


HELPING PROSPECTS BUY 


By Dr. C. A. KIRKPATRICK 
COMMENT BY A NOTED School of Business Administration 
SALES AUTHORITY University of North Carolina 


“You will find in this text a 
sound, thorough —— of 
what it takes to be a success in 
one of the most rewarding of 
professions financially and spirit- 
ually. The need for a book such 


This new book develops salesmanship as a profes- 
sion. It is aggressive and dynamic, but it trains for 
selling that will create permanent satisfaction 
and repeat business. Here you will find salesman- 
ship in its most modern and most enlightened 
form with emphasis on service and intelligent 


as this has a and —. help to the buyer. 
sor Kirkpatrick has materially 
helped to fill that need.” SALESMANSHIP is packed full of opinions from 


leading sales executives of prominent companies 
and quotations from their sales manuals. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 2 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLIV 3 September, 1954 
A Model of Trade and Accumulation D. M. Bensusan-Butt 
Germany's External Economic Position H. ]. Dernburg 
Dollar Pooling in the Sterling Area 1939-52 K. M. Wright 
Excise Tax Burdens and Benefits G. F. Break 
The Economics of a Fund Resource: Mining Donald Carlisle 
Degree of Progression: The Income Tax R. W. Lindholm 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 

onomic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. Seams ashington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 
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ONE-SOURCE SERVICE 


to Save You Time, Trouble and Money 
on MARKETING RESEARCH TABULATIONS 


Here is an experienced 
organization that can serve 
you on any or all phases 

of marketing research 
tabulations...in an 
emergency, or for your regular 
requirements. 


You may need coding and editing « 
Punching ° Verification * Tabulating * Percentaging ° 
Preparation of Tables * Typing *« Long experience in 
handling these assignments has given Statistical a thorough 
understanding of your requirements which is a PLUS you get 
along with speed, accuracy and economy. 


Remember, when you call on Statistical for marketing research 
tabulations, you don’t have to bother with hiring and training of 
personnel, or worry about equipment standing idle, 


overtime, failure to meet deadlines, etc. 


Whether you are next door or 2000 miles away, you can count on 
prompt, careful attention to your needs. Just phone or 


Oldest and largest independent 


STATISTICAL TABULATING COMPANY 


Established 1933...Michael R. Notaro, President 


CHICAGO NEW YORK ST. LOUIS TABU 
53 W. Jackson Blvd. 89 Broad St. 411 N. Tenth St. 
HArrison 7-4500  WHitehall 3-8383 CHestnut 1-5284 
NEWARK CLEVELAND 
National-Newark Bldg. 1367 E. 6th St. ee 
MArket 3-7636 SUperior 1-8101 


write our nearest office for full details. | 
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‘ven better tabulating service coming up... 


Service 
dds 407’s 


ou'll find the most modern tabulating equipment 
t Workman Service, including 604’s, 
and now 407’s. 


ding new machines like the 407 is part of 
orkman’s policy of giving you the best in 
abulating service, 


In fact, up-to-date equipment provides the 
“muscle” in Workman's Personalized 
Service—a service that pays off in 
aster, more accurate tab work 

t less cost. 


Available on a phone call'’s notice 


RAndolph 6-8250 - 109 No. Wabash Avenue - Chicago, Illinois 
TRinity 9883 - 731 S. Spring - Los Angeles, California 
MINNEAPOLIS + ST. LOUIS - NEW YORK 

Calculating + Typing - Duplicating - Temporary Office Help 
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Outstanding 


MeGrau- Hill Books 


ADVERTISING AGENCY PROCEDURES 


By Rocer Barton. McGraw-Hill Series in Advertising and Selling. Ready in December 


An authoritative guide to effective methods of operating an advertising agency. It 
thoroughly describes the functions of advertising agencies and how these functions are 
organized and exercised in agencies of different types. Case material from both large 
and small agencies is used to illustrate methods, and the comprehensive treatment in- 
cludes even such collateral operations as new business development, personnel adminis- 
tration, and financial and accounting management. 


WHY DO PEOPLE BUY: A Close Look at Selling—The Great 


Unsolved Problem of American Business 
By the Epirors OF FoRTUNE MAGAZINE. 275 pages, $3.50 


Based on a significant and provocative series of articles which appeared in Fortune, 
this book offers a deeply probing study of what is wrong with selling in America today 
and of how the selling-merchandising operation can be improved. It provides top level 
management with a greater understanding of the most important factor in our economy 


—distribution and sale of goods—and a firmer knowledge of how to make that economy 


function to its best advantage. 


INTRODUCTION TO ADVERTISING. New Sixth Edition 


By ARTHUR JUDSON BREwsTER, formerly Head, Department of Advertising, Syracuse 
University; HERBERT HALL PALMER, Head of Department of Marketing and Advertising, 
University of Rhode Island; and Rosert G. INGRAHAM, Vice-president and Advertising 
Director, Katharine Gibbs School. 480 pages, $5.50 


The new sixth edition of an introductory advertising book that has become a winner 
in the advertising and marketing field. Simple, understandable, teachable . . . it covers 
advertising’s connection with history and economics as well as how advertising is pre- 
pared and brought to the customer. The new edition is up-to-date, including television 
and the operations of the Advertising Council. 


Student’s Workbook for INTRODUCTION TO ADVERTIS- 
ING, also new sixth edition, $2.50 


TEXTBOOK OF SALESMANSHIP. Fifth edition 
By Freperic A. RussELL and Frank H. Beacu, University of Illinois. Ready in December 


An excellent revision of what is by far the most successful book in the field. The gen- 
eral purpose is essentially the same as before: to offer a broad, comprehensive survey for 
the introductory, or basic, salesmanship course, stressing the higher types of selling. 
Written in readable ‘and interesting style it is well organized, legical in development, 
and eminently teachable. 


Send for 
copies on 
approval 


|McGraw-Hill Book Company, Inc. 


| 330 West 42nd St. New York 36, N. Y. 
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